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_  Events 


The  1988-1989  Draft  State  Budget:  No  Surprises 


Two  interesting  observations  can  be  made  when  one  compares  the  1988/ 
1989  Draft  State  Budget,  which  has  been  presented  in  early  January  1988  by 
the  President  to  the  DPR  (House  of  Representatives),  with  that  of  1987/1988. 
Firstly,  out  of  the  planned  State  Budget's  increase  of  Rp6.2  trillion,  61  per  cent 
will  be  used  for  foreign  debt  servicing.  Only  the  remaining  39  per  cent,  or 
Rp2.4  trillion,  will  constitute  an  increase  of  expenditures  for  domestic  spen- 
ding. 

Secondly,  the  actual  increase  of  the  state  budget  is  the  difference  between 
the  1988/1989  Draft  State  Budget  and  the  realised  1987/1988  State  Budget 
which  was  higher  than  was  planned.  One  of  the  causes  for  the  higher  realisa- 
tion of  the  1987/1988  State  Budget  was  the  higher  price  of  oil  which  was 
previously  set  at  US$15  per  barrel.  If  it  is  assumed  that  the  realisation  of  the 
1987/1988  budget  amounted  to  about  Rp25  trillion,  and  not  Rp22.8  trillion  as 
planned  in  the  budget,  in  nominal  terms  the  budget  would  rise  by  15  per  cent. 
Supposing  that  the  inflation  rate  in  the  following  fiscal  year  would  also  stand 
at  about  9  per  cent,  as  has  been  the  case  during  the  last  few  years,  in  real  terms 
the  state  budget  would  have  increased  by  6  per  cent  only. 

This  shows  that  the  effect  on  the  budget  increase  on  domestic  demand  will 
be  insignificant.  This  is,  however,  not  a  surprise,  since  such  an  austere  budget 
is  a  logical  consequence  of  the  balanced  budget  policy  of  the  government,  and 
the  policy  to  honour  foreign  debt  servicing  obligations,  how  heavy  this  burden 
might  be.  Although  the  aforementioned  policies  have  often  been  criticised,  it 
appears  that  in  this  regard  the  government  indeed  has  very  limited  options. 

An  expansionary  fiscal  policy,  as  is  the  case  with  a  less  tight  monetary 
policy,  is  feared  to  have  an  adverse  impact  on  the  still  vulnerable  balance  of 
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payment.  The  current  account  deficit  of  the  non-oil  sector  is  not  seen  to  im- 
prove dramatically  in  the  near  future.  In  the  1986/1987  State  Budget  the  cur- 
rent account  deficit  of  the  non-oil  sector  which  stood  at  US$6.6  billion  was 
estimated  to  decline  to  US$5.2  billion  in  the  1987/1988  State  Budget,  and  is  ex- 
pected to  decline  further  to  US$4.2  billion  in  this  forthcoming  fiscal  year. 


1987/1988  BUDGET  AND  1988/1989  DRAFT  BUDGET 
(Rp  Billion) 


'^0  It 

Revenues  1987/88  1988/89  Change  Expenditures  1987/88  1988/89  Change 


Inlcrnal  revenues 

17,236.1  21,803.0 

26  5 

A.  Routine  expenditures 

15,026.5  20,066.0 

33.5 

I,  Oil  and  natural  gas 

6,938.6 

8,855.8 

27.6 

1.  Civil  service 

4.316.9 

4.816.3 

1 1 .6 

1.  Oil 

5,978.0 

7,774.5 

30.1 

1.  Rice  allowance 

482.5 

482.5 

2.  Natural  gas  (liquid) 

960.6 

1,081.3 

12.6 

2.  5alaries/Pens[on 

3.  Meal  allowarice 

3,276.1 
315.0 

3,739.2 
323.2 

14.1 
2.6 

11.  Non-oil  and  non  gas 

10.297.5  12,947.2 

25.7 

4.  Other  benefils 

1.  Income  tax 

3,315,9 

3,762.1 

13.5 

domestic 

118.0 

140.8 

19.3 

2.  Value  added  tax  on 

5.  Diplomatic  service 

125.3 

130.6 

4.2 

good  and  services 

and  sales  tax  on 

II.  Goods  procurement 

1,175.1 

1,333.2 

13.5 

luxury  goods 

3,546.0 

4,787.6 

35.0 

1.  Domestic 

1.086.2 

1,222.0 

12.5 

3.  Import  duty 

661.7 

1,068.3 

61.4 

2.  Foreign 

88.9 

111.2 

25.1 

4.  Excise  tax 

1,075.9 

1,331.5 

23.8 

5.  Export  tax 

70.9 

144.4 

103.7 

111.  Subsidies  for 

6.  Property  tax 

274.0 

322.0 

17.5 

autonomous  regions 

2,649.1 

2.893.0 

9.2 

7.  Other  taxes 

189.5 

272.0 

43.5 

1.  Civil  service 

2,433.7 

2.656.1 

9.1 

8.  Non-tax  revenues 

1,049.3 

1,259.3 

20.0 

2.  Non-civil  service 

215.4 

236.9 

10.0 

9.  Fuel  sales  revenues 

114.3 

Development  revenues 

5,547.0 

7,160.6 

29.1 

IV.  Debt  interest 
&  installment 

1.  Domestic 

6.805.4  10.648.0 
40.0  40.0 

56.5 

1.  Programme  aid 

121.3 

1,163.0 

858.8 

2.  Foreign 

6.765.4  10.608.0 

56.S 

11.  Project  aid 

5,425.7 

5,997.6 

10.5 

Other  routine  expenditures 
1 .  Oil  fuel  subsidies 

80.0 

375.5 

369.4 

Total 

22,783,1  28.936.6 

27.1 

266.5 

2.  Others 

80.0 

109.0 

36.3 

B.  Development  expenditures 

7,756.6 

8,897.6 

14.7 

1.  Rupiah  finaiiciitg 

2,330.9 

2.900.0 

24.4 

1.  Ministries/ Agencies 

752.2 

1.120.4 

49.0 

2.  Property  tax 

246.6 

260.8 

5.8 

3 .  President iai-insi  ruci ion 

(liiprcs)  projects 

931.2 

1.106.0 

18.8 

4.  East  Timor 

5.0 

6.0 

20.0 

5-  Fertilisers 

203.5 

200.0 

1.7 

6.  Equity  invest  nicni 

83.4 

87.5 

4.9 

7.  Others 

109.0 

119.3 

9.4 

11.  Project  aid 

5,425.7 

5.997.6 

10.5 

Total 

22.783.1  28.963.6 

27.1 
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If  the  price  of  oil  improves,  the  overall  current  account  (the  oil  and  non-oil 
sectors),  may  possibly  no  longer  suffer  a  deficit.  This  is  not  improbable,  since 
for  fiscal  1988/1989,  the  government  uses  an  oil  price  of  US$16  per  barrel, 
which  may  be  considered  quite  conservative.  On  this  basis  the  overall  current 
account  deficit  is  estimated  to  amount  to  US$0.6  billion  only. 

If  the  price  of  oil  turns  out  to  be  above  US$16  per  barrel,  the  government 
will  indeed  have  more  room  to  manoeuver.  However  although  the  current  ac- 
count in  the  balance  of  payments  has  improved,  it  remains  structurally 
vulnerable.  This  is  aggravated  by  the  increase  of  foreign  debt  servicing  over  the 
years  to  come. 

If  the  price  of  oil  turns  out  to  be  higher  than  US$16  per  barrel,  government 
revenues  in  its  budget  will  also  exceed  the  estimated  figure.  This  is  also  not  im- 
probable. It  is  undoubtedly  more  advisable  for  a  government  to  base  its 
planned  budget  on  a  moderate,  or  even  a  rather  conservative,  assumption 
when  facing  an  uncertain  environment.  If  revenues  turn  out  to  exceed  the 
original  estimate,  it  appears  that  the  government  has  already  decided  on  their 
disbursement.  Perhaps  the  increase  of  government's  revenues  should  not 
automatically  be  translated  into  raising  the  civil  servants'  salary,  but  rather  in- 
to giving  a  bonus  of  one  or  two  month's  pay. 

By  and  large,  the  1988/1989  Draft  State  Budget  can  be  perceived  as  being 
quite  realistic.  Revenues  derived  from  oil  and  gas  amounting  to  Rp8.9  trillion 
can  be  reached;  likewise,  non-oil  revenues  amounting  to  Rpl2.9  trillion  may 
also  be  obtained  if  the  application  of  Value  Added  Tax  can  be  expanded.  The 
conspicuous  increase  of  programme  aid  also  did  not  come  as  a  surprise,  as  the 
donor  countries  ~  particularly  Japan  —  seem  to  well  understand  the  fact  that 
the  decline  of  government  savings  has  been  mainly  caused  by  currency  re- 
alignments between  the  Dollar  and  the  Yen,  which  has  in  turn  increased 
foreign  debt  servicing. 

In  summing  up,  one  might  say  that  the  1988/1989  Budget  only  serves  to 
keep  Indonesia's  economy  running,  and  cannot  be  seen  to  function  as  the 
engine  of  economic  growth.  No  doubt,  the  only  available  engine  is  exports, 
particularly  non-oil  exports.  It  is  in  this  connection  that  the  significance  of  the 
24th  December  policy  package  of  deregulations  and  de-bureaucratisation 
should  be  viewed.  In  view  of  both  the  foreign  debt  service  burden  and  to  sur- 
mounting the  structural  vulnerability  of  the  balance  of  payments,  it  appears 
that  there  is  no  other  option  for  Indonesia  than  to  improve  its  capability  to 
consistently  promote  non-oil  exports.  The  current  international  situation  is  not 
very  conducive.  The  uncertainties  generated  by  the  rigid  international  im- 
balances, such  as  reflected  by  the  slow  efforts  in  adjusting  surpluses  and  by  the 
enormous  trade  deficit  and  surplus  amongst  a  number  of  major  economies  in 
the  world,  tend  to  bring  about  shocks  and  turbulances  which  continue  to  loom 
large  and  may  be  felt  in  various  parts  of  the  world.  Pressures  from  without  or 
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within  the  US  to  immediately  redress  the  trade  deficit  have  increasingly  be- 
come stronger,  especially  after  the  "Crash  of  October." 

As  long  as  the  US  is  suffering  formidable  deficits,  its  currency  will  also  en- 
dure pressures  to  keep  weakening,  relatively  to  various  other  currencies.  Con- 
versely, if  the  US  agrees,  and  does  have  the  capability  to  reduce  its  trade 
deficits  significantly  within  a  short  time,  this  will  lead  to  a  drastic  reduction  of 
US  imports. 

However,  an  uncertain  and  arduous  international  situation  need  not 
discourage  Indonesia.  If  it  is  able  to  persistently  step  up  its  competitiveness  in 
international  markets,  there  are  still  many  opportunities  available,  including  in 
penetrating  the  US  market.  Although  efforts  in  diversifying  markets  are 
always  important,  the  US  market  however,  remains  the  most  important  one- 
for  the  export  of  developing  countries'  manufactured  products. 

To  date,  notwithstanding  the  ever  rising  pressures  and  protectionist  slogans 
in  the  US,  the  US  market  still  absorbs  around  60  per  cent  of  total  exports  of 
manufactured  goods  from  developing  countries.  Of  that  percentage,  In- 
donesia's market  share  has  not  as  yet  reached  1  per  cent.  Hence,  although 
there  is  the  possibility  of  a  shrinkage  of  the  US  market,  Indonesia  could  take 
over  the  market  shares  of  other  countries. 


Hadi  SOESASTRO 


Vietnamese  Delegations  to  Indonesia 


November  1987  saw  two  significant  events  in  the  relations  between  Indone- 
sia and  Vietnam.  Two  important  Vietnamese  delegations,  one  cultural  the 
other  economic,  but  both  with  political  significance,  came  to  Jakarta  during 
that  single  month. 

The  first  was  a  thirty-five  member  cultural  mission  comprising  thirty  one 
top  artists,  led  by  the  Vietnamese  Minister  of  Culture,  Tran  Van  Phac.  They 
were  in  Jakarta  the  1st  through  the  8th  of  the  month,  gave  seven  performances 
for  a  selected  audience  as  well  as  for  the  general  public,  and  received  a  warm 
applause.  This  was  the  first  cultural  troupe  to  perform  in  Indonesia  since  Presi- 
dent Soeharto  took  office.  Previous  Vietnamese  cultural  missions  visited  Indo- 
nesia in  1960,  1964,  and  1965. 
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The  other  delegation,  which  arrived  on  the  15th,  was  led  by  the  number 
four  man  in  the  Politbureau  of  the  Vietnamese  Communist  Party,  Deputy 
Prime  Minister,  Minister  of  Planning,  Vo  Van  Kiet,  who  is  also  known  to  be 
the  technocrat  of  the  Vietnamese  economic  development.  The  delegation  con- 
sisted of  twelve  officials  and  staff  members  and  other  top  personalities  in  the 
management  of  the  Vietnamese  economy,  like  Minister,  Chairman  of  the 
Commission  for  Economic  Relations  with  Foreign  Countries,  Vo  Dong  Giang, 
Minister,  Director  General  of  the  National  Bank  of  Vietnam,  Lu  Minh  Chau, 
Vice  Minister  for  Agriculture  and  Foodstuff  Industry,  Nguyen  Nhyat  Tan, 
and  Vice  Minister  of  Trade,  Dinh  Pha  Dinh.  The  seven  day  official  visit  was 
meant  to  promote  bilateral  economic  co-operation  and  trade  and,  as  Mr.  Vo 
Kiet  put  it,  "to  learn  from  the  Indonesian  experience  in  economic 
development." 

The  artists  captivated  their  audience  when  they  performed  folkloric  songs 
and  dances  accompanied  by  traditional  musical  instruments.  An  international 
prize  winning  pianist.  Miss  Ton  Nu  Ngyet  Minh,  enchanted  lovers  of  great 
music  with  her  repertoire  consisting  of  pieces  from  Bach,  Beethoven,  Debussy, 
Scriabin,  Rachmaninov,  Prokofiev,  and  others.  A  good  selection  of  dances 
from  ethnic  minorities  showed  some  closeness  between  the  cultures  of  the  two 
countries,  and  they  won  the  hearts  of  their  audience  when  they  danced  Indone- 
sian dances  and  sang  Indonesian  songs,  including  a  popular  hit.  The  Viet- 
namese Minister  of  Culture  met  with  the  Indonesian  Minister  of  Education 
and  Culture,  Fuad  Hassan,  and  they  talked  of  an  eventual  visit  by  an  Indone- 
sian cultural  mission  to  Vietnam.  It  was  a  friendship  mission  accomplished. 

The  high  powered  economic  delegation,  which  came  as  the  guest  of  the  In- 
donesian Minister  of  State,  Chairman  of  the  National  Planning  Board  for 
Development,  J.B.  Sumarlin,  met  and  conferred  with  various  economic 
ministers  and  high  ranking  officials,  like  Minister  Co-ordinator  of  Economic, 
Finance,  and  Industrial  Affairs,  Ali  Wardhana;  Minister  of  Finance,  Radius 
Prawiro;  Minister  of  Trade,  Rachmat  Saleh;  Minister  of  Industry,  Hartarto; 
Minister  of  Co-operatives,  Bustanil  Arifin;  the  Governnor  of  the  Bank  of  In- 
donesia, Arifin  Siregar;  Junior  Minister,  Chairman  of  the  Co-ordinating 
Board  of  Investments,  Ginandjar  Kartasasmita;  and  Junior  Minister  for 
the  Promotion  of  Livestock  and  Fishery  Production,  J. A.  Hutasoit.  They  also 
met  with  businessmen,  particularly  the  consortium  that  have  started  and  ex- 
panded business  with  Vietnam  since  1984.  A  meeting,  organised  by  the  Centre 
for  Strategic  and  International  Studies,  engaged  Mr.  Kiet  and  his  delegation  in 
a  discussio.".  with  scholars,  journalists,  businessmen,  and  officials  acting  in 
their  private  capacity.  He  explained  the  new,  pragmatic,  course  his  country 
was  taking,  and  particularly  the  draft  law  of  investments  which  was  due  to  be 
passed  by  the  Vietnamese  National  Council  by  the  end  of  the  year.  It  was  here 
that  Dr.  Mohammad  Sadli,  the  First  Chairman  (1967-1973)  of  the  Indonesian 
Board  of  Investments,  expressed  his  surprise  at  the  very  liberal  nature  of  the 
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draft  law. 

They  got  concrete  results  in  the  talks  they  had  with  the  Indonesian  officials 
and  businessmen,  and  both  sides  could  look  forward  to  expanding  their 
business  relations.  The  consortium  of  fifteen  Indonesian  companies,  which 
sent  major  trade  missions,  in  1985  and  another  in  1987,  and  which  has 
established  a  company  specialising  in  business  with  Vietnam,  the  PT  Kawasan 
Globalindo  Sentosa,  was  considering  to  establish  a  bank  of  Vietnam,  and  even 
to  engage  itself  in  offshore  oil  drilling  business  there. 

The  fact  that  each  of  the  two  Vietnamese  delegations  was  important  in 
quality  and  number,  and  that  both  came  consecutively  in  a  single  month, 
makes  the  political  significance  of  the  visits  obvious.  Also,  the  fact  that  the 
head  of  the  cultural  mission  met  with  President  Soeharto  to  present  him  per- 
sonally with  a  letter  from  the  Vietnamese  Prime  Minister,  Phan  Hung,  and 
that  the  entire  economic  delegation  was  also  received  by  the  Indonesian  Head 
of  State,  underlines  the  importance  given  by  both  sides  to  bilateral  relations. 

Indonesia  has  among  ASEAN  countries  the  closest  ties  with  Vietnam. 
Mutual  esteem  and  friendly  relations  date  back  to  the  times  when  leaders  of 
both  countries  led  their  respective  struggles  for  independence.  Formal  rela- 
tions started  as  early  as  1955  when  a  consular  exchange  was  effected,  and  full 
diplomatic  relations  were  established  in  1964  when  their  consulates  general 
became  embassies.  Unlike  Indonesia's  relations  with  other  socialist  countries, 
its  relations  with  Vietnam  have  not  been  adversely  affected  by  the  1965  abor- 
tive Communist  Coup  in  Indonesia.  And  although  on  the  Kampuchean  pro- 
blem Indonesia  goes  along  the  ASEAN  lines,  which  have  been  very  much 
determined  by  Thailand  as  a  frontline  state,  it  has  maintained  friendly  rela- 
tions with  Vietnam  and  has  managed  through  various  channels  and  means  to 
let  Vietnam  know  this  attitude. 

However,  Indonesia's  friendly  policy  towards  Vietnam  goes  beyond  mere 
sentimental  reasons.  Never  has  it  in  the  past  any  experience  to  make  it  perceive 
Vietnam  as  a  potential  threat  to  its  security.  Its  history  makes  it  look  further 
North  to  see  the  potential  threat  to  South-East  Asia.  The  strong  nationalism 
and  independent  spirit  many  Indonesians  sense  in  the  Vietnamese  mentality, 
makes  it  see  Vietnam  as  a  potential  contributing  factor  to  the  stability,  peace 
and  security  of  the  region.  Hence  its  conviction  that  Vietnam  should  be  given 
the  opportunity  to  develop  itself.  This  explains  why  Indonesia  has  also  been 
trying  to  persuade  Vietnam  to  disentangle  itself  from  the  Kampuchean  pro- 
blem, and  thus  to  regain  its  access  to  normal  international  political  and 
economic  relations. 

The  visit  of  the  two  Vietnamese  delegations  to  Indonesia  in  November  last 
year  could  be  considered  as  a  major  Vietnamese,  response  to  Indonesia's 
friendly  approaches  which  have  been  made  since  the  early  1980's.  In  1981  and 
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1982  journalists  were  sent  by  their  respective  publishers  to  have  first  hand 
reports  on  the  realities  in  Vietnam  and  Kampuchea.  They  reported  that  Viet- 
nam was  indeed  poor  -  per  capita  GNP  was  round  US$80  -,  but  confirmed 
the  strong  nationalistic  and  independent  spirit  of  the  Vietnamese,  while  a 
strong  sense  of  the  Chinese  threat  prevailed.  They  also  reported  that  the  Viet- 
namese were  virtually  in  control  in  Kampuchea  where  the  people  looked  happy 
under  the  Vietnamese  backed  Phnom  Penh  regime.  The  journalists  sensed 
among  the  Vietnamese  a  cordial  reception  given  them  for  their  being  Indone- 
sians. 

In  a  bilateral  seminar  in  Hanoi  sponsored  by  the  Jakarta  Centre  for 
Strategic  and  International  Studies  and  the  Institute  for  International  Rela- 
tions of  the  Vietnamese  Foreign  Affairs  Ministry,  scholars  of  both  countries 
exchanged  views,  and  the  Indonesians  made  use  of  the  opportunity  to  com- 
municate alternative  information,  views  and  perspectives  on  regional  and 
bilateral  affairs,  including  the  Kampuchean  problem.  It  was  during  this 
seminar  that  both  sides  generally  agreed  with  the  idea  of  developing  further 
bilateral  relations  even  before  the  solution  of  the  Kampuchean  problem. 

The  seminar  was  soon  followed,  later  in  the  same  month,  by  a  visit  to  Viet- 
nam by  the  Commander-in-Chief  of  the  Indonesian  Armed  Forces,  General 
L.B.  Moerdani,  wtio  made  the  widely  reported  statement  that  Vietnam  was  not 
a  threat  to  South-East  Asia.  The  then  Vietnamese  Defence  Minister  and 
Commander-in-Chief,  General  Van  Tien  Dung,  reciprocated  the  visit  in  April 
1985.  The  Indonesian  Minister  for  Foreign  Affairs,  Mochtar  Kusumaatmadja 
meanwhile  developed  further  his  de  facto  position  as  ASEAN's  interlocutor 
with  Vietnam,  and  with  the  position  becoming  a  formal  task,  he  has  had  a  lot 
more  freedom  to  launch  initiatives  in  trying  to  persuade  Vietnam  to  agree  to 
solve  the  Kampuchean  problem  in  a  way  acceptable  to  all  parties  concerned. 
Mr.  Mochtar's  visit  to  Vietnam,  July  1987,  when  Vietnam's  policy  and  leader- 
ship had  become  pragmatic,  and  during  which  the  Indonesian  Foreign  Minis- 
ter reached  agreement  with  his  Vietnamese  counterpart,  Mr.  Nguyen  Co 
Thach,  on  the  so-called  "cocktail  party"  on  Kampuchea,  was  one  major 
initative  he  took  to  put  into  effect  Indonesia's  two  prong  policy  concerning 
Kampuchea  and  Vietnam. 

Indonesia's  approaches  to  Vietnam,  however,  could  not  be  viewed  as  the 
most  important  factor,  let  alone  the  only  one,  to  have  induced  Vietnam  to 
launch  its  November  1987  friendly  offensives  against  Indonesia.  The  adoption 
of  the  long  disputed  pragmatic  policy  by  the  sixth  Congress  of  the  Communist 
Party  of  Vietnam  in  December  1986,  and  the  related  change  of  party  leader- 
ship, which  was  then  followed  by  a  major  reshuffle  in  the  governent  in 
February  last  year,  should  be  given  particular  consideration  to  appreciate  the 
visits.  In  fact  the  visits  should  be  understood  in  the  light  of  the  ongoing 
dialogues  between  Prince  Norodom  Sihanouk  and  Mr.  Hun  Sen,  the  Prime 
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Minister  and  Minister  for  Foreign  Affairs  of  the  People's  Republic  of  Kam- 
puchea, which  Vietnam  has  helped  establish  and  has  backed  at  very  high 
political  and  economic  costs.  Even  if  it  is  too  early  to  expect  any  significant 
results  from  the  dialogues,  Vietnam's  self  imposed  deadline,  1990,  for  a  com- 
plete troop  withdrawal,  should  at  least  be  taken  into  account.  The  November 
1987  visits  to  Indonesia  may  indicate  that  Vietnam  is  preparing  for  a  post- 
Kampuchea  era. 


Kajat  HARTOYO 


The  Turkey-Indonesia  Dialogue 


On  the  suggestion  of  state  minister  for  economic,  financial  and  industrial 
affairs.  Prof.  Ali  Wardhana,  CSIS  held  a  two-day  seminar  with  its  counterpart 
(SISAV)  in  Istanbul,  Turkey  on  13-14  October  1987.  The  state  minister 
presented  in  person  his  main  working  paper  of  24  pages  which,  as  he  disclosed 
to  the  writer,  he  himself  has  written  it  for  two  months.  The  Turkish  Vice  Prime 
Minister  who  is  the  "main  economic  technocrat"  in  the  Turkish  government 
also  presented  his  elaboration. 

Both  countries  have  many  similar  experiences  as  to  how  to  re-activate  the 
economy  from  a  stagnation  caused  by  too  much  government  political  and 
economic  policies  interference. 

Indonesia  has  re-organised  her  economic  and  development  policies  20  years 
ago,  also  the  principal  policy  of  the  Old  Order  which  was  based  on  "guided 
economy"  and  an  "economy  of  struggle,"  and  has  changed  them  by  setting 
norms  more  cognizant  to  market  forces  such,  that  incentives  to  producers  be 
more  ensured,  and  by  lessening  the  number  of  direct  regulations  by  the  govern- 
ment, such  as  control  over  prices,  exchange  rates,  interest  rates  and  the  like 
which  were  too  rigid. 

Since  1982/1983  the  Indonesian  government  pursued  a  second  policy 
reform  re-affirming  the  principles  of  deregulation  compounded  by  stimulating 
non-oil  exports,  especially  in  the  industrial  field.  The  main  policy  measures 
taken  were  devaluations  (twice)  to  make  the  exchange  rate  of  the  Rupiah  more 
realistic  and  more  capable  to  sustain  exports,  also  deregulations  with  regard  to 
the  arrangements  of  imports  and  exports,  and  to  reduce  licencing  require- 
ments. In  1987  the  impact  on  non-oil  export,  especially  that  of  manufactures 
was  very  obvious. 
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Turkey  has  conducted  her  economic  and  political  reform  as  of  1980.  For 
ten  years  prior  to  culmination  of  the  prevailing  political  upheaval,  the  manage- 
ment of  the  economy  was  more  in  the  nature  of  a  guided  economy  as  was  the 
case  with  Indonesia;  moreover  political  parties  which  were  out  to  seize  power 
were  strengthening  their  foothold  in  the  economic  sector,  especially  in  the  hun- 
dreds of  state-owned  companies  established  since  Turkey  became  a  republic 
during  the  Ataturk  era.  Hence  the  situation  in  Turkey  prior  to  1980  may  be 
compared  to  Indonesia  before  1967,  when  the  government  was  incapable  of 
ensuring  political  and  economic  stability. 

The  Turkish  military  took  over  power  in  1980  and  started  to  make  reforms 
in  the  economic  field.  The  current  Prime  Minister,  a  civiHan,  has  played  a  role 
since  the  transition  period.  The  present  President,  Kenan  Evren  is  a  military 
leader  of  the  1980-1983  period,  the  Prime  Minister,  Turgut  Ozal  is  an  engineer 
and  the  Vice  Prime  Minister  Kaya  Erdem  is  an  economist.  Each  of  them  has 
their  own  tendency,  but  are  mutually  complementing  one  another. 

Since  1980  the  economic  growth  rate  has  increased  and  reached  an  average 
of  5  per  cent  a  year  up  to  1985.  In  1986  it  reached  8  per  cent  and  for  1987  it  was 
estimated  to  stand  at  6.8  per  cent. 

Her  export  has  also  increased  considerably,  and  currently  amounts  to  US$9 
billion  a  year.  Aside  from  export  of  goods,  Turkey  still  enjoys  a  considerable 
annual  income  from  the  3  million  tourists  (at  least  US$5  billion),  and  a 
transfer  of  a  portion  of  the  income  of  4  million  labourers  abroad.  Turkey  also 
receives  earnings  from  the  trans-shipment  of  goods  to  and  from  the  Middle 
East,  being  a. very  important  market  (45  per  cent)  for  her  export  after  Europe. 

Hence  since  Turkey  issued  deregulation  measures  in  1980  and  has  re- 
inforced them  since  1983  after  the  country  was  again  ruled  by  a  civilian 
government,  there  were  many  similarities  between  its  policy  patterns  and  those 
of  the  Indonesian  government  as  of  1970  and  especially  in  1983.  There  were 
howeVer  also  quite  a  number  of  differences  so  that  it  was  very  interesting  to 
follow  the  dialogues  held  between  academicians  of  the  two  countries  in  Istan- 
bul for  two  days.  Since  the  Turkish  people  did  not  know  much  about  economic 
problems  in  Indonesia,  quite  interesting  discussions  were  in  fact  more  centred 
around  the  economic  policy  patterns  in  Turkey,  since  many  professors  and 
other  scholars  who  were  invited  by  SISAV  were  members  of  the  opposition 
party,  and  in  November  1987  a  general  election  was  held. 

Many  predicted  that  the  Turgut  Ozal  Party  (Motherland  Party),  a  kind  of 
Golkar  (Functional  Group)  in  Indonesia,  would  come  out  as  victor  again  on 
account  of  its  leadership's  popularity,  whereas  the  other  political  parties  are 
still  associated  with  the  "old  order"  (1970-1980)  who  could  not  cease  the 
disorders  and  political  assassinations  frequently  occurring  amongst  the  ex- 
treme rightist  and  leftist  groups.  However,  one  thing  has  to  be  borne  in  mind 
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concerning  Turkey:  issues  on  (Islamic)  religion  have  not  been  allowed  to  be 
brought  up,  or  to\become  a  political  movement  contesting  in  the  general  elec- 
tion since  Kemal  Ataturk.  Hence  "rightist"  means  conservative  in  economic 
terms,  or  those  who  believe  more  in  the  freedom  of  undertakings  and  less 
government  intervention.  The  government  and  the  Turgut  Ozal  Party  may  be 
grouped  as  being  "rather  slightly  left  of  centre,"  or  perhaps  in  other  words: 
more  relying  on  the  market  mechanism  but  widely  government  intervention 
also  occurs,  particularly  in  the  form  of  investments  and  subsidies  for  all  kinds 
of  need  deemed  important.  Ozal  is  more  populistic  in  its  economic  pro- 
gramme. 

It  is  exactly  this  government's  interventiofi  that  has  induced  economic  and 
financial  problems  which  are  interesting  and  important  for  Indonesia  to  com- 
pare. 

During  the  era  of  the  old  order  Turkey  was  not  able  to  achieve  a  sufficient- 
ly high  economic  growth  rate.  Since  1980  this  economic  growth  rate  had 
reached  an  average  of  5  per  cent  up  to  1985  which  rose  to  8  per  cent  in  1986 
and  was  still  estimated  to  fare  well  in  1987  (6.7  per  cent).  Accordingly  the  Ozal 
era  is  a  prosperous  one.  When  one  visits  Turkey  nowadays,  the  first  impres- 
sion one  gets  is  about  the  traffic  jam  beginning  from  the  airport  along  the 
motor-way  to  the  city.  Most  of  the  vehicles  are  lorries.  Istanbul  is  a  big  city 
with  a  population  of  7  million  people,  an  infra-structure  comprising  roads 
(including  motor-ways  and  fly-overs)  which  appear  to  be  quite  a  few  in 
number.  Izmir  city  (3  million  population)  is  the  third  city  after  Ankara,  and 
has  an  appearance  of  a  modern  city  in  South  Europe.  According  to  the  World 
Bank  Turkey's  annual  income  per  capita  "only"  amounts  to  US$1,080,  is  thus 
approximately  twice  that  of  Indonesia  but  is  still  below  that  of  Portugal  or 
Malaysia  (around  US$2,000  a  year),  however,  this  World  Bank  figure  has  been 
viewed  as  being  an  underestimation  by  some  observers  in  Turkey.  The  popula- 
tion of  Turkey  totals  around  50  million,  which  is  thus  quite  a  big  country. 

Turkey  wants  to  become  a  member  of  the  EEC  but  has  to  wait.  Europe  is 
apparently  not  too  hasty  and  is  still  considering  her  socio-political  elements.  If 
Turkey  becomes  a  full  member  of  the  EEC,  her  labourers  may  freely  enter  the 
other  European  countries.  There  also  exists  a  political  conflict  between  Turkty 
and  Greece  which  is  not  easy  to  solve.  On  the  other  hand,  Turkey  has  been  a 
member  of  NATO  for  a  long  time,  and  there  are  US  bases  in  Turkey,  however, 
without  special  territorial  rights,  so  that  Turkey  will  also  not  receive  any 
"rent"  for  it. 

If  the  economic  and  the  export  growth  rates  are  so  high,  what  then  is  still 
being  considered  as  a  serious  economic  problem?  The  answer  is:  the  high  infla- 
tion rate,  namely  around  35  per  cent  a  year.  The  second  problem  is  "privatisa- 
tion" or  selling  state-owned  enterprises  to  the  public.  Here  lies  the  main  dif- 
ference compared  to  Indonesia's  economic  policy.  When  Minister  Ali  War- 


CURRENT  EVENTS 


13 


dhana  presented  his  paper,  which  was  an  elaboration  on  Indonesia's  economic 
policy,  the  statement  on  Indonesia's  low  inflation  rate  became  the  headlines  in 
Istanbul  newspapers  the  next  day  and  was  exploited  in  the  campaign  of  the 
current  general  election. 

However,  why  should  the  high  inflation  rate  become  an  issue  if  the 
economic  and  export  growth  rates  are  quite  high?  A  high  rate  of  inflation  is 
detrimental  to  social  groups  with  a  permanent  low  income.  In  Turkey  the 
employers'  salaries  and  the  workers'  wages  are  increased  every  six  months,  in 
Hne  with  the  official  figures  of  the  inflation  rate,  so  that  these  groups  will  not 
be  entirely  left  neglected,  but  will  have  purchasing  power  in  real  terms  (for  ex- 
ample, measured  to  the  Dollar  or  Pound  Sterling).  For  the  last  seven  years  the 
wages  and  salaries  have  not  been  raised  on  a  par  with  the  improvement  of  the 
living  standard  of  other  groups,  for  example,  that  of  entrepreneurs. 

Undoubtedly  the  funding  of  Turkish  development  depends  greatly  upon 
her  regressive  tax  (tax  that  takes  a  larger  proportion  of  income  from  the  low 
income  earner  than  from  the  higher  paid).  The  amount  of  revenues  from  taxes 
has  reached  a  high  ratio  to  national  income  (16  per  cent)  compared  to  the 
revenues  from  non-gas  and  oil  taxes  in  Indonesia  (currently  about  8  per  cent). 
The  composition  of  this  tax  revenue  takes  a  larger  proportion  of  the  income 
from  private  earnings  and  sales  tax,  whereas  the  income  from  corporate  tax  is 
far  from  being  sufficient.  The  corporate  tax  rate  is  actually  quite  high  (46  per 
cent),  however  the  council  of  Ministers  may  give  diverse  reductions,  up  to  50 
per  cent.  In  Turkey  the  income  tax  rate  is  still  being  used  to  provide  various  in- 
centives, to  "go  pubUc,"  for  export,  investments  and  the  like.  Such  norms 
have  been  abandoned  by  Indonesia's  new  tax  laws. 

In  spite  of  the  considerable  amount  of  taxes  levied  by  the  Turkish  govern- 
ment the  deficit  is  still  large  due  to  the  expenditures  to  finance  development 
projects,  various  subsidies  (for  exports,  investments,  public  housing,  public 
transport)  and  the  like,  which  still  need  different  sorts  of  financing.  Turkey's 
foreign  debt  exceeds  US$30  bilHon,  which  need  an  annual  debt  service  pay- 
ment of  US$4  billion  a  year.  Exports  (of  goods),  after  a  considerable  increase, 
amounted  to  US$9  billion  in  1987,  however  since  income  from  tourism, 
transfer  of  wages,  and  trans-shipment  of  goods,  still  yield  at  least  US$4 
billion,  hence  today  Turkey  does  not  experience  any  debt  servicing  crisis. 

As  foreign  loans  do  not  suffice  to  cover  diverse  government  expenditures, 
therefore  deficit  financing  is  applied  by  issuing  a  considerable  amount  of  new 
bank  notes  causing  inflation  to  soar  up  to  35  per  cent  a  year.  However,  in 
order  to  secure  exports  the  Turkish  Lira  is  often  devaluated  so  if  compared  to 
the  Rupiah,  the  Rupiah  is  more  stable  than  the  Lira. 

Eventually,  which  economic  development  pattern  is  better,  the  Turkish  or 
Indonesian?  Indonesia  had  up  till  1982  achieved  an  average  annual  economic 
growth  rate  of  more  than  7  per  cent;  however  between  1982  and  1987  it 
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reached  less  than  4  per  cent  a  year.  Turkey  achieved  an  annual  growth  rate  of  5 
per  cent  between  1980-1985,  and  thereafter  more  than  7  per  cent  a  year.  The 
high  growth  rate  recently  achieved  by  Turkey  was  due  to  the  investment  boom 
led  by  the  public  sector,  and  the  high  increase  of  its  exports.  This  large  public 
investment  however  has  been  financed  in  an  inflationary  manner.  In  Indonesia 
the  government  takes  a  more  cautious  attitude  in  this  respect.  Tax  and  infla- 
tionary burdens  (which  are  in  fact  some  sort  of  taxes  since  they  reduce  the  pur- 
chasing power  of  the  wages  and  salaries)  are  greater  in  Turkey  than  in  In- 
donesia. 

If  the  burden  of  taxes  imposed  on  workers,  salaried  employers,  farmers, 
and  other  low-middle  income  groups,  is  regarded  of  being  heavy,  why  does 
Prime  Minister  Ozal's  party  still  maintain  its  popularity  and  is  as  yet 
undefeatable  by  the  opposing  parties?  This  is  due  to  the  fact  that  people  still 
compare  it  with  the  disorganised  "old  order"  government.  Owing  to  the  high 
economic  growth  rate  and  export  increases  the  regressive  tax  burden  is  not  too 
heavily  felt  by  those  who  have  to  bear  it. 

The  policy  pattern  of  economic  development  in  Indonesia  seems  to  be  sur- 
passing that  of  Turkey  in  maintaining  the  economic  and  monetary  stability. 
However,  its  temporary  "cost"  is  a  low  growtli  rate.  How  could  Indonesia's 
economic  development  achieve  a  higher  growth  rate,  for  example  5  per  cent  a 
year,  without  risking  its  stability?  This  is  to  be  the  current  and  future 
homework  of  the  Indonesian  government.  Today,  overall  investments  in  In- 
donesia and  Turkey  amount  to  approximately  similar  figures,  namely  20  per 
cent  of  the  national  income.  In  the  past,  during  the  oil  boom  Indonesia's  in- 
vestment even  showed  a  higher  figure. 

Hence  the  key  to  promote  efficiency  and  productivity  so  as  to  achieve  a 
higher  growth  rate,  centres  around  "deregulation,"  "de-bureaucratisation" 
and  giving  a  greater  role  and  opportunity  to  the  private  sector. 

In  Turkey  the  topic  on  "privatisation"  has  become  a  political  one  todays, 
since  if  it  is  carried  out  properly  the  government  would  not  be  able  to  interfere 
too  much  in  business  life.  The  public  sector  in  Turkey  plays  a  very  substantial 
role  in  business  life,  owing  to  the  history  of  her  ideology  which  is  about  similar 
to  that  of  Indonesia. 


Mohammad  SADLI 


Hadi  Soesastro's  current  event  article  is  translated  from  Tempo,  9  January  1988;  Mohammad 
Sadli's  is  translated  from  Suara  Karya,  6  November  1987. 


The  Role  of  Governmental 
and  Private  Interests  and  Organisations 

in  ASEAN  Co-operation 

Juwono  SUDARSONO 


DOMESTIC  STRUCTURE  AND  FOREIGN  POLICY 

Since  its  inception  in  mid-March  1966,  the  Soeharto  government  has 
shaped  its  foreign  poUcy  based  on  a  single  theme:  domestic  economic  develop- 
ment. The  choice  reflected  in  part  its  revulsion  against,  the  militant  style  of 
President  Soekarno's  politics  of  mobiUsation  with  its  attendant  tenor  of  claim- 
ing Indonesia  to  be  a  beacon  to  all  revolutionary  forces  in  the  Third  World  at 
the  very  same  time  that  the  Indonesian  economy  was  brought  down  in 
shambles  preceding  the  coup  attempt  by  the  PKI  (the  Indonesian  Communist 
Party)  in  September  and  October  1965. 

The  Indonesian  Army  leadership  had  since  mid- 1963  anticipated  that  the 
challenge  posed  by  the  PKI's  militant  and  increasingly  anti-Army  politics  had 
to  be  met  with  its  own  version  of  non-conventional  politics.  The  Army  leader- 
ship in  October  1964,  established  the  formation  of  Sekber  Golkar  (the  joint 
secretariat  of  functional  groups,  now  known  only  as  Golkar)  to  counter  the 
PKI's  increasingly  militant  tendency  following  the  PKI's  cultural  offensive  in 
early  1963,  culminating  in  the  call  by  Soekarno  to  oppose  the  formation  of 
Malaysia  later  in  the  year. 

With  the  demise  of  Soekarno  and  the  PKI,  the  Indonesian  Army  gradually 
consolidated  its  hold  over  the  basic  parameters  of  political  life  in  Indonesia  by 
controlling  two  facets  of  the  Indonesian  domestic  political  scene.  At  the  legal- 
constitutional  level,  following  the  purges  throughout  1966-1967,  it  began  to 
review  and  screen  political  figures  and  organisations  which  conformed  to 
specific  accepted  political  criteria:  non-involvement  with  Communist  affiliated 
fronts,  dissociation  from  Soekarno's  brand  of  radical  naitionalism  and  rejec- 

Paper  presented  at  the  Third  Meeting  of  ASEAN  Institute  for  Strategic  Studies,  Manila,  8-10 
June  1987.  Dr.  Juwono  Sudarsono  is  a  lecturer  at  the  ,-aculty  of  Social  Sciences,  University  of  In- 
donesia. 


16 


THE  INDONESIAN  QUARTERLY,  XVI/ 1 


tion  of  Islamic  political  militancy.  At  the  popular  level,  the  Army  decimated 
remnants  of  the  PKI  which  had  tried  to  regroup  and  launch  armed  resistance 
throughout  1967-1968  in  Central  and  East  Java.  By  1969-1970,  two  years  after 
the  Army  conceptualised  the  foundations  of  Indonesia's  domestic  politics  in 
the  Second  Army  Seminar  in  August  1966,  the  new  political  format  had  been 
firmly  put  in  place. 

Central  to  the  priority  accorded  to  economic  reconstruction  was  the 
government's  pronouncement  in  April-May  1966,  that  Indonesia's  foreign 
policy  shall  be  conducted  to  serve  the  national  interest  through  securing 
foreign  economic  assistance  for  economic  development.  An  important  corol- 
lary to  this  central  theme  was  the  need  to  secure  the  acceptance  of  Indonesia's 
neighbours,  most  particularly  Malaysia  and  Singapore.  By  mid-1967  it  was 
evident  that  Indonesia's  more  "responsible"  behaviour  in  the  geo-political 
sense  (increased  contacts  between  key  Indonesian  military  figures  and  senior 
Malaysian  foreign  ministry  officials)  had  had  its  functional  repercussions: 
Japan,  the  United  States  and  Western  European  governments  gradually  and 
increasingly  became  more  liberal  with  their  economic  assistance. 

Domestically,  there  emerged  a  rough  pattern  involving  areas  of  prime  in- 
terest between  Army  politics  and  civilian  economic  policy-making.  Because  of 
the  political-trauma  of  September-October  1965,  the  Army  leadership  strongly 
felt  that  the  geo-political  dimensions  of  foreign  policy-making  should  increas- 
ingly reflect  its  concerns  about  possible  Communist  resurgence  within  Indone- 
sian territory  or  those  that  emanate  from  neighbouring  countries.  Its  concern 
with  securing  the  domestic  political  base  within  the  country  was  projected  out- 
wardly in  concentric  form.  For  a  good  number  of  years  (and  which  survives 
until  today)  Indonesian  ambassadors  in  key  regional  countries  are  occupied  by 
senior  officers  from  the  services.  The  rationale  was  that  the  immediate 
regional  environment  should  be  supervised  by  trusted  officers  who  would  anti- 
cipated trends  endangering  the  defence  and  security  of  the  territorial  state. 
Conversely,  foreign  postings  which  were  located  outside  of  Indonesia's  im- 
mediate environment  were  generally  allocated  to  career  diplomats  or  civilian 
political  figures  whose  prime  responsibility  was  to  maintain  Indonesia's 
credentials  as  a  non-aligned  country,  albeit  with  reserved  priorities  in  terms  of 
its  extra-regional  and  trans-continental  dimensions. 

This  rough  division  of  responsibilities  (and  concerns)  has  continued  to 
mark  the  tenor  of  Indonesia's  regional  vision.  The  formation  of  ASEAN  in  a 
sense  underscored  the  increasingly  dominant  role  of  the  Indonesian  Army 
(and,  correspondingly  since  the  consolidation  of  inter-service  co-ordination  in 
1978,  of  the  Indonesian  Armed  Forces  as  a  whole)  and  its  preferred  priorities. 
To  the  extent  that  both  the  Indonesian  Armed  Forces  leadership  and  the  In- 
donesian Ministry  of  Foreign  Affairs  see  eye  to  eye  on  the  need  to  maintain 
goodwill  and  acceptance  by  Indonesia's  neighbours,  ASEAN  remains  to  date  a 
"cornerstone"  of  Indonesian  foreign  policy.  To  the  extent  that  President 
Soeharto  determines  the  tone  of  domestic  and  foreign  policy,  the  thrust  of  In- 
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donesian  foreign  policy  has,  and  shall  remain  for  the  foreseeable  future, 
focussed  on  utilising  ASEAN  as  a  vehicle  to  promote  Indonesian  economic 
development.  On  occasion,  the  impulse  to  determine  a  greater  role  in  the  af- 
fairs of  Southeast  Asia  arises  to  the  surface.  In  the  end,  however,  the  concern 
to  promote  internal  economic  reconstruction,  consolidate  national  political 
unity  and  the  play  a  role  commensurate  with  its  effective  economic  means  re- 
main the  preferred  sequence  of  foreign  policy  priorities. 

GOVERNMENTAL  INTERESTS  IN  ASEAN  CO-OPERATION 

With  the  demise  of  President  Soekarno  and  the  PKI,  the  Indonesian  Army 
leadership  faced  few  spirited  challenges  to  its  ascendancy  in  major  governmen- 
tal decision-making.  However,  the  Soeharto  government,  far  from  being  a 
monolithic  grouping  of  shared  political  and  economic  interests,  consists  large- 
ly of  a  coalition  of  influential  officials  centering  on  key  military  and  civilian 
figures  having  direct  access  to  the  President.  In  no  way  does  the  coalition  of 
disparate  groupings  consistently  form  a  coherent  entity.  Differing  career 
backgrounds,  political  orientations  and  economic  interests  make  the  coalition 
around  the  President  a  loose  ard  uncoordinated  relationship. 

Some  domestic  and  foreign  observers  have  characterised  the  Soeharto 
government  as  being  quite  essentially  kraton  (palace)  in  style  as  well  as 
substance,  the  salient  features  being  that  ultimate  decision-making  rests  with 
Soeharto  personally  and  that  the  various  groupings  and  factions  around  the 
president  periodically  attempt  to  influence  rather  than  determine  a  particular 
course  of  policy  or  action,  with  neither  succeeding  to  do  so  at  all  times  and  on 
all  issues.  It  has  also  been  observed  that  as  with  Soekarno  before  him,  Soe- 
harto deliberately  plays  off  one  grouping  or  faction  againsts  another,  finally 
determining  the  decisive  course  of  action  to  take  after  a  momentous  period  is 
perceived  by  the  president.  As  with  many  leaders  with  a  strong  sense  of 
balance  and  timing,  such  moments  of  decision  are  often  hard  to  discern  since 
the  disparate  nature  of  his  subordinates  relations  very  often  lead  to  the  conclu- 
sion that  the  president  relishes  in  uniting  two  seemingly  contradictory  im- 
pulses. With  this  caveat  in  mind,  the  following  analysis  on  Indonesia's  role  in 
ASEAN  political  co-operation  over  the  past  twenty  years  or  so  will  be  exa- 
mined, encompassing  both  structural  as  well  as  cultural  analytical  schemes. 

FORMAL  STRUCTURES  AND  INFORMAL  LINKS 

For  purposes  of  analysis,  the  formal  roles  of  key  interest  groups  and 
organisations  involved  in  ASEAN  co-operation  will  be  divided  into  two 
periods,  1966-1978  and  1978-the  present.  The  division  into  these  two  periods 
roughly  coincides  with  the  tenure  of  Adam  Malik  and  Mochtar  Kusuma- 
atmadja  as  Foreign  Ministers.  Apart  from  differences  in  style  that  the  two 
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figures  have  preferred  in  conducting  Indonesia's  relations  with  the  ASEAN 
countries,  the  division  also  marks  differences  in  Indonesia's  self-perception  of 
its  role  within  ASEAN,  one  from  a  stance  which  largely  centres  on  pre- 
occupation with  domestic  economic  and  political  consohdation  to  one  which 
accomodates  stirrings  of  a  desire  to  play  a  more  assertive  role  in  regional  af- 
fairs. Finally,  the  division  approximates  a  generational  change  within  the 
Soeharto  government's  composition,  since  the  announcement  of  the  new 
cabinet  in  April  1978,  in  part  reflected  the  emergence  of  younger  ministers 
coming  into  increasingly  important  portfolios  in  government. 

Since  the  Soeharto  government's  announcement  in  mid-1966  that  foreign 
policy  objectives  should  be  subject  to  economic  development  priorities,  the 
essential  task  of  the  Indonesian  Foreign  Minister  has  been  to  become  the 
president's  chief  spokesman  on  diplomatic  and  poHtical  issues.  Adam  MaUk 
suited  the  role  perfectly  because  he  had  the  proper  credentials  to  carry  that 
particular  bearing.  He  was  a  member  of  the  1945  Generation  of  civilians  who 
earned  his  political  credentials  as  a  revolutionary,  a  journalist  and,  not  unim- 
portantly, as  a  former  Trotskyist  who  had  renounced  his  adherence  to  that 
belief  soon  after  the  Soeharto  government  had  passed  the  1967  Law  on 
Foreign  Investment.  Malik  was  also  a  former  ambassador  to  the  Soviet  Union 
and  was  engaged  as  member  of  the  Indonesian  delegation  which  had  nego- 
tiated with  the  Dutch  over  Irian  Jaya  (then  West  Irian)  in  the  United  States  in 
1962.  More  important  than  these  credentials  was  his  self-taught  acumen  in 
politicking  which  survived  persistent  attacks  from  the  PKI  when  Malik  was 
minister  of  trade  under  Soekarno. 

In  his  person  and  through  his  credentials,  Malik  epitomised  the  civilian pe- 
juang  with  which  Soeharto  could  relate  with  ease.  Since  Malik  had  been 
Soekarno 's  diplomatic  actor  in  a  particularly  important  phase  of  Soeharto 's 
military  career  as  theatre  commander  for  the  liberation  of  West  Irian,  both 
men  shared  common  formative  experience  and  were  able  to  maintain  continui- 
ty in  respect  of  Indonesia's  perceived  role  within  Southeast  Asia.  Both  shared 
the  basic  tenet  that  that  particular  role  could  only  be  filled  if  the  country's 
economic  viability  can  be  sustained  over  time. 

The  Indonesian  Foreign  Ministry  of  1966-1977  thus  reflected  Adam 
Malik's  instincts:  a  need  for  pragmatism  coupled  with  kindling  the  flame  of 
Indonesia's  "independent  and  active"  foreign  policy  wherever  appropriate 
and  possible.  At  least  twice  within  his  ten  years  as  foreign  minister,  Malik  tried 
to  revive  some  of  Indonesia's  assertiveness  in  regional  affairs.  The  first  major 
venture  was  the  May  1970,  Jakarta  Conference  on  Cambodia,  which,  though 
fell  short  on  concrete  results,  served  as  an  important  symbolic  gesture  that  In- 
donesia's external  role  was  not  always  subject  to  internal  economic  reconstruc- 
tion considerations.  The  second  featured  Indonesia's  participation  in  the  In- 
ternational Commission  on  Control  and  Supervision  in  Vietnam  following  the 
January  1973,  Paris  Agreements  on  ending  the  war  in  Indo  China. 
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It  was  Malik  and  his  civilian  advisers  in  the  Foreign  Ministry  who  had 
pressed  for  the  inclusion  in  the  Bangkok  Declaration  forming  ASEAN  in 
August  1967  that  "foreign  bases  in  the  region  were  temporary  in  nature  and  re- 
main with  the  expressed  concurrence  of  the  countries  concerned"  which  fore- 
shadowed the  Kuala  Lumpur  Declaration  in  November  1971  calling  for  the 
establishment  of  Southeast  Asia  as  a  Zone  of  Peace,  Freedom  and  Neutrality. 
Malik  and  his  senior  advisers  saw  themselves  as  keepers  of  Indonesia's  authen- 
tic interpretation  of  the  country's  independent  pohcy  and  sought  to  maintain 
this  tenet  despite  initial  reservations  from  their  military  counterparts  who 
where  (then)  less  sanguine  about  maintaining  balanced  relationships  in  East- 
West  relations. 

There  was  another  important  dimension  to  Malik's  insistence  that  relations 
with  Eastern  bloc  countries  be  formally  retained.  Malik  believed  that  main- 
taining the  image  of  conducting  a  balanced  relationship  between  East  and 
t  West  was  pohtically  expedient  in  domestic  political  terms,  since  the  Soeharto 
government's  constituents  in  Central  and  East  Java  consisted  many  ethnic 
Javanese  who  were  not  exactly  enamoured  by  the  governments  overtures  to 
Western  governments  and  private  business  to  encourage  foreign  direct  invest- 
ment. 

Malik  and  his  associates  in  the  foreign  ministry  were  also  concerned  lest  the 
formation  of  ASEAN  be  construed  as  the  beginnings  of  a  surrogate  SEATO, 
particularly  in  view  of  the  salutory  effects  the  Vietnam  War  was  making  on  the 
foreign-policy  process  in  the  United  States.  ASEAN,  Malik  felt,  had  to  show 
increasing  independence  as  the  economies  of  its  member-states  grew  and  as  its 
pohtical  cohesion  improved.  There  was  no  point  in  agreeing  to  the  basic  tenets 
of  the  Nixon  Doctrine  of  July  1969,  if  ASEAN  member-states  did  not  fulfill  its 
commitment  to  national  and  regional  resilience.  (These  key  concepts  were  not 
formalised  within  ASEAN  until  the  Bali  Summit  in  1976  and  even  today  there 
are  varying  interpretations  among  ASEAN  member-states  about  the  authentic 
implications  of  the  words.  Nevertheless,  it  is  to  Malik's  credit  that  the  basic  In- 
donesian thrust  towards  regional  self-relience  were  propagated  as  early  as 
1969-1970.) 

The  Indonesian  military,  which  prides  itself  as  being  more  realistic  in  its 
assessment  of  immediate  and  future  threats,  were  more  concerned  with  conso- 
lidating internal  security  than  with  building  a  strong  and  modern  armed  forces 
structure  commensurate  with  Indonesia  geographical  and  population  size.  The 
prime  function  of  ASEAN  was  to  provide  a  security  perimeter  along  Indone- 
sia's borders  so  that  a  regional  environment  conducive  to  economic  develop- 
ment would  eventually  allow  for  greater  spending  on  external  defence. 

To  this  end,  the  Armed  Forces  leadership  viewed  relations  with  ASEAN 
countries  largely  in  terms  of  safeguarding  Indonesian  interests  through  regular 
and  concerted  exchange  of  intelligence  and  information  on  potential  dangers 
affecting  internal  security.  Moreover,  since  the  Army  leadership  were  pre- 
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occupied  with  consolidating  its  power  within  the  Indonesian  body  politic,  it 
did  not  contemplate  immediate  plans  regarding  Indonesia's  security  role 
within  ASEAN  other  than  those  that  had  direct  bearing  on  internal  subver- 
sion. In  addition,  the  more  senior  of  its  leaders  were  concerned  that  ASEAN 
should  not  develop  into  a  security  entity  on  an  ASEAN-basis  since  it  would 
confirm  the  worst  suspicions  among  countries  outside  Southeast  Asia  that  the 
organisation  supplanted  SEATO's  role  serving  Western  security  interests  in 
the  region. 

Army  leaders  who  had  made  their  mark  during  Soekarno's  mihtant  years 
(1960-1965),  while  accepting  the  Soeharto  government's  priority  on  building 
the  domestic  economy  were  at  the  same  time  concerned  that  the  emphasis  on 
economic  reconstruction  would  shift  attention  from  the  need  to  rebuild  In- 
donesia force  structure  commensurate  with  the  tasks  af  hand.  Some  of  the 
more  traditional  and  Javanese  officers  had,  as  early  as  1968  voiced  concern 
that  ASEAN  would  integrate  Indonesia  within  Western  military  strategy,  en- 
compassing ANZUS  and  the  then  Anglo-Malayan  Defence  Agreement.  These 
feelings  were  supplemented  by  residual  sentiments  felt  by  officers  who  felt  that 
Western  countries  were  not  willing  to  provide  immediate  and  substantial 
military  assistance  because  these  powers  did  not  want  Indonesia  to  achieve  its 
full  military  potential.  In  short,  ASEAN  was  to  Indonesia  as  much  a  web  of  en- 
tanglement and  obligations  as  a  security  perimeter  serving  Indonesian 
priorities  in  economic  development. 

Despite  these  differences  in  perceptions  and  nuances,  both  the  Indonesian 
Foreign  Ministry  and  the  Indonesian  military  shared  some  overall  views  in 
respect  of  national,  regional  as  well  as  international  issues.  Foremost  among 
these  were  that  despite  its  current  low  profile,  Indonesia's  proper  role  would 
be  recognised  as  its  economic  base  improved  and  its  political  achievement  as  a 
stable  and  peaceful  member  of  ASEAN  gained  acceptance.  President  Soeharto 
himself  set  the  tone  of  these  principles  when  in  1969,  the  first  year  of  the 
government's  first  Five- Year  Plan  publicly  declared  that  the  credibility  of  In- 
donesian foreign  policy  depended  on  the  country's  economic  vitality. 

The  second  major  area  of  agreement  (in  terms  of  goal  if  not  in  the  speed 
with  which  to  achieve  it)  centred  on  the  kind  of  regional  environment  which 
Indonesia  envisaged.  In  essence  regional  resilience  would  replace  great  power 
collusion,  a  vindication  of  the  Indonesian  Independence  struggle  through 
liberation  and  national  resilience.  The  vexing  question  remained  to  what  extent 
the  other  ASEAN  member-state  were  willing  to  openly  concede  such  vision  of 
regional  leadership  to  Indonesia,  and  under  what  terms. 

Throughout  1966-1977,  public  debates  on  Indonesia's  role  within  ASEAN 
focussed  largely  on  political  and  security  issues.  The  government's  economic 
advisers  (who  later  became  ministers  in  important  portfolios)  paid  scant  atten- 
tion to  economic  relations  with  ASEAN  member-states.  In  part,  it  was  the 
reflection  of  the  times  prevailing,  when  government  bureaucrats  were  deeply 


ROLE  ORGANISATIONS  IN  ASEAN 


21 


engaged  in  negotiating  debt  rescheduling,  foreign  investment,  compensation 
for  firms  which  had  been  nationalised  during  the  1957-1969  period  ~  a  time 
when  the  presence  of  delegations  of  Japanese,  American  and  West  European 
officials  loomed  large  in  the  minds  of  the  political  public. 

In  addition  to  the  Indonesian  Foreign  Ministry  and  the  Ministry  of  Defence 
and  Security,  there  emerged  in  the  early  1970s  new  factions  in  the  foreign 
policy  establishment  which  increasingly  began  to  play  significant  roles  in  the 
thinking  and  shaping  of  Indonesia's  regionahand  international  role.  Foremost 
among  these  new  groupings  was  the  establishment  in  September  1971,  of  the 
Centre  for  Strategic  and  International  Studies  under  the  leadership  of  two  law 
graduates  of  the  University  of  Indonesia,  Jusuf  Wanandi  and  Harry  Tjan 
Silalahi.  CSIS  was  established  under  the  patronage  of  two  senior  military  of- 
ficers close  to  President  Soeharto,  Ali  Moertopo  and  Soedjono  Hoemardani 
who  between  them  roughly  supervised  over  political  and  economic  affairs 
respectively.  CSIS  was  established  primarily  to  advance  interest  in  interna- 
tional affairs  and  strategic  studies,  which  had  never  had  high  priority  among 
the  higher  echelons  of  government  during  Soekarno's  guided  democracy.  Ali 
Moertopo 's  close  association  with  President  Soeharto  as  his  special  operations 
officer  had  underscored  the  need  to  establish  a  think-tank  capable  of  pro- 
viding intellectual  and  poUcy  support  to  the  government.  Soedjono  Hoemar- 
dani's  extensive  hnks  with  business  circles,  particularly  in  Japan,  provided  the 
economic  underpinning  to  CSIS's  extensive  activities  throughout  the  1970s, 
making  it  the  premier  centre  for  international  exchange  with  many  important 
factions  in  other  ASEAN  governments,  most  notably  Malaysia  and  Singapore. 

CSIS's  informal  overtones  made  it  a  convenient  conduit  for  the  Indonesian 
Foreign  Ministry  and  Defence  establishment  to  conduct  probing  or  ex- 
ploratory feelers  with  respect  to  key  diplomatic,  economic  as  well  as  security 
issues  within  ASEAN.  Jusuf  Wanandi's  energetic  trips  to  key  ASEAN  capitals 
and  Harry  Tjan's  extensive  links  with  a  variety  of  domestic  political  factions 
and  prominent  figures  earned  CSIS  the  reputation  as  the  most  influential  in- 
stitute of  its  kind  in  Indonesia.  Its  extensive  publications  programme  in  In- 
donesian and  English  provides  important  sources  of  information  and  research 
for  a  wide  variety  of  civilian  and  military  personnel  engaged  in  research  and 
teaching,  both  within  Indonesia  as  well  as  abroad. 

More  importantly,  over  the  past  ten  years  CSIS  has  broadened  its  links 
with  many  factions  and  groups  who  were  initially  suspicious  of  its  links  with 
the  Indonesian  military  in  the  early  1970s.  In  the  past  5  years,  many  prominent 
and  young  Islamic  leaders  have  participated  in  a  number  of  conferences  and 
seminars  which  CSIS  jointly  holds  with  regional  as  well  as  extra-regional  in- 
stitutes of  international  studies.  The  very  fact  that  it  has  helped  to  establish  and 
solidify  contacts  between  younger  Golkar  and  non-Golkar  political  leaders  has 
enhanced  its  reputation  as  facilitator  in  initiating  breakthroughs  in  Indonesian 
political  development. 


22 


THE  INDONESIAN  QUARTERLY,  XVI/1 


Another  power  centre  which  gained  prominence  in  the  conduct  of  foreign 
relations  centred  around  the  office  of  the  State  Secretariat  headed  by  Soedhar- 
mono,  a  graduate  of  the  Military  Law  academy  and  currently  General  Chair- 
man of  Golkar.  Soedharmono's  rise  to  prominence  was  a  direct  result  of  his 
close  proximity  and  access  to  the  president's  executive  office.  Its  influence 
derives  from  the  executive  secretariat's  power  over  and  access  to  a  large  share 
of  the  government's  budget.  Soedhanmono's  skill  in  applying  his  administra- 
tive talents  to  serve  President  Soeharto's  bureaucratic  needs  at  the  national 
level  resulted  in  making  his  office  an  important  point  of  access  for  a  variety  of 
political,  economic  and  business  demands.  Though  somewhat  peripheral  to 
decision-making  in  respect  of  foreign  poUcy,  Soedharmono  features  pro- 
minently in  matters  pertaining  to  officialdom  in  Indonesia's  external  relations. 
On  occasion  he  becomes  the  official  spokesman  for  the  Indonesian  govern- 
ment whenever  a  foreign  dignitary  visits  Indonesia  in  an  official  capacity,  a 
role  apparently  assigned  by  the  President. 

Less  visible  but  no  less  important  in  the  shaping  of  Indonesian  foreign 
policy  are  the  intelligence  agencies  headed  by  senior  military  officers.  Fore- 
most among  them  (and  currently  still  headed  by  the  Armed  Forces  Com- 
mander, General  L.B.  Moerdani)  is  the  Strategic  Intelligence  Agency  (BAIS), 
formerly  G-1  under  the  old  Ministry  of  Defence  structure.  BAIS's  main  task  is 
to  monitor  political,  economic  as  well  as  strategic  trends  within  Southeast 
Asia,  as  well  as  those  that  pose  potential  threat  to  Indonesian  security.  By  vir- 
tue of  his  experience  as  intelligence  officer  and  his  extensive  contacts  in  all 
ASEAN  military  circles  dating  to  his  key  posting  in  early  1974,  General  L.B. 
Moerdani  has  no  rival  in  gaining  access  to  privileged  information  from  his 
security  services  counterpart.  By  nature  a  doer  and  a  soldier  at  heart,  Moer- 
dani nevertheless  appreciates  the  need  for  subtlety  in  establishing  and  main- 
taining contacts  with  key  personnel  in  virtually  all  ASEAN  countries. 
Significantly,  he  encourage  subordinates  within  his  agency  to  partake  in  na- 
tional and  international  meetings  sponsored  by  CSIS  or  other  government 
related  agencies.  One  measure  of  Moerdani 's  success,  more  than  those 
achieved  by  his  predecessors,  has  been  the  cordial  relationship  formed  be- 
tween key  Indonesian  military  officials  with  their  counterparts  in  Malaysia, 
Singapore,  Thailand  and  the  Philippines.  Major  border  agreements  in  respect 
of  joint  military  patrols  and  exercises  between  Indonesia  and  her  immediate 
neighbours  owe  a  large  measure  to  Moerdani's  sensitivity  to  maintain  informal 
contacts  with  key  military  personnel  abroad. 

The  coalition  of  forces  which  make  up  the  foreign  policy  establishment 
showed  a  distinct  new  phase  in  1978  with  the  appointment  of  Mochtar  Kusu- 
maatmadja  as  Foreign  Minister.  An  international  law  expert  by  profession, 
Mochtar  had  gained  the  attention  of  the  Indonesian  military  in  the  mid-1960s 
when  he  was  banned  from  teaching  at  the  Law  Faculty  in  Bandung  for  an 
alleged  slight  on  President  Soekarno.  Subsequently  the  Army  Staff  and  Com- 
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mand  College  retained  his  services  as  lecturer  in  international  law  and  pro- 
tected him  from  Soekarno's  ire.  It  was  his  years  of  teaching  at  the  Staff  and 
Command  College  which  gained  him  the  confidence  of  student  officers  who 
later  became  prominent  field  and  staff  officers  following  the  failed  coup  at- 
tempt by  the  PKI  in  September-October  1965. 

Mochtar  brought  a  radically  different  approach  and  style  to  Indonesian 
Foreign  PoHcy-making.  While  recognising  the  armed  services'  dominant  posi- 
tion within  Indonesian  society,  he  nevertheless  embarked  on  a  series  of  policies 
designed  to  improve  the  professional  competence  of  the  Indonesian  Foreign 
Ministry.  Unlike  Adam  Malik,  who  liked  to  provide  Indonesian  journaUsts 
with  a  good  copy  through  his  press  statements  and  jocular  style,  Mochtar 
presented  his  public  pronouncements  sparingly.  Initially  unease  and  stiff,  he 
became  more  relaxed  and  established  cordial  rapport  with  the  Indonesian  press 
corps. 

Mochtar  tried  with  some  success  to  assert  the  Indonesian  Foreign 
Ministry's  prominence  as  principal  policy-makers  in  Indonesia's  external  rela- 
tions. In  recent  years,  several  appointments  to  key  foreign  postings  have  been 
filled  by  prominent  civilians,  although  to  what  extent  this  reflects  Mochtar's 
assertiveness  rather  than  the  President  own  prerogatives  is  open  to  question. 
Nevertheless,  in  matters  effecting  regional  policy  (especially  over  Kampuchea) 
Mochtar's  distinctly  non-acceptance  of  the  fait  accompli  in  that  country  con- 
trasts with  the  Indonesian  military's  penchant  to  be  more  sympathetic  to  the 
views  held  by  the  leaders  in  Hanoi,  Indeed,  the  whole  question  of  Indonesia's 
stance  over  Kampuchea  reflect  differences  in  approach  as  well  as  in  style  be- 
tween those  projected  by  Mochtar  and  the  initiatives  to  Hanoi  embarked  by 
General  Moerdani. 

A  part  from  differences  arising  from  disparate  educational  and  professio- 
nal background,  Mochtar's  differences  with  Moerdani  over  several  key  issues 
in  Southeast  Asia  reveal  different  responses  in  respect  of  strategic  priorities.  In 
general,  Mochtar  feels  that  as  standard  bearer  of  Indonesia's  independent  and 
active  foreign  policy,  activism  in  Third  World  forums  should  be  encouraged  as 
supportive  of  Indonesia's  regional  policies.  Moerdani  and  the  military 
establishment,  however,  regard  Indonesia's  forays  in  the  non-aligned  move- 
ment and  other  international  gatherings  with  a  certain  degree  of  circumspect; 
the  focal  point  remains  Indonesia's  immediate  environment  for  it  posed  the 
best  possible  solution  towards  overcoming  Indonesia's  economic  problems.  A 
non-assertive  stance  by  Indonesia  was  the  best  possible  means  to  bring  these 
objectives  closer  to  fulfillment. 

Since  the  salutory  effects  of  the  Communist  victories  in  Cambodia  and 
South  Vietnam  in  mid-1975,  ASEAN's  spur  toward  economic  co-operation 
has  improved  markedly.  The  communist  victory  in  the  two  Indo  China  states 
posed  as  much  as  an  economic  development  challenge  as  a  political  one.  With 
the  rise  in  attention  and  focus  on  economic  regionalism,  another  important 
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faction  grew  in  importance  in  ASEAN  co-operation.  This  faction  centred  on  a 
group  of  economists  headed  by  Widjojo  Nitisastro  who  played  an  important 
role  in  laying  the  foundations  for  the  economic  recovery  programme  started  in 
1966-1969.  Initially,  the  group  of  economists,  who  shared  common  graduate 
study  experience  in  the  United  States  in  the  late  1950s  through  early  1960s, 
were  largely  uniterested  in  ASEAN  economic  regionalism.  Their  main  focus 
was  centred  on  acquiring  economic  assistance  and  foreign  interest  in  develop- 
ing Indonesia's  economy  in  the  wake  of  the  65  per  cent  annual  inflation  rate 
preceding  the  coup  attempt  of  1965.  During  the  First  Five- Year  Plan  (1969- 
1974)  the  group  of  economists  barely  paid  attention  to  developments  within 
ASEAN,  the  myrad  of  declarations,  joint  statements  and  meetings  among 
ASEAN  countries  being  largely  peripheral  to  their  interests  and  concerns. 

However,  the  changed  external  environment  in  mid- 1975  spurred  greater 
attention  among  them  to  forge  links  with  their  economic  counterparts  in  other 
ASEAN  countries.  At  first,  the  enthusiasm  aroused  by  the  perceived  challenge 
posed  by  the  Communist  victories  in  Indo  China  resulted  in  a  number  of  con- 
ceptual as  well  as  policy-making  breakthroughs.  Indonesian  economists  ap- 
preciated the  key  role  played  by  Singapore;  some  talk  were  presented  in  terms 
of  the  beneficial  "side-effects"  and  "spill-overs"  of  economic  co-operation 
among  member-states.  However,  as  time  passed  it  became  clear  that  regio- 
nalism as  espoused  by  its  proponents  in  the  mid-1940s  had  lost  most  of  its 
lustre.  Geographical  proximity  among  nations  did  not  guarantee  complemen- 
tarity or  provide  the  much  vaunted  premise  and  practice  of  comparative  ad- 
vantage. Political  convergence  among  ASEAN  member-states  provided  some 
impetus  for  a  degree  of  co-operation;  but  it  was  never  strong  enough  to  over- 
come traditional  ties  of  each  ASEAN  member-state  with  its  former  metropoli- 
tan partners.  Finally,  economic  functionalism  among  member-states  were  dif- 
ficult to  implement  and  follow-through  since  it  entailed  sacrifices  among 
powerful  vested  interests  within  each  national  bureaucracy. 

On  balance,  economic  co-operation  has  been  limited  largely  because  the 
factors  accounting  for  functional  specialisation  between  regions  of  the  world 
are  now  more  powerful  and  effective  than  the  geo-political  dimensions  of 
classical  regionalism.  Because  of  differences  in  political  orientation,  levels  of 
economic  development  and  geographical  characteristics,  the  economists  in 
government  became  less  idealistic  about  ASEAN  co-operation.  Recent  trends 
in  the  world  economic  situation  has  only  accentuated  the  differences  in 
priorities  preferred  by  each  ASEAN  member-state. 

NON-GOVERNMENTAL  GROUPINGS 

Of  all  the  major  ASEAN  member-states,  Indonesia  perhaps  has  the 
smallest  and  weakest  private  sector  in  proportion  to  the  country's  population 
and  geographical  size.  Although  precise  figures  are  hard  to  come  by,  it  has 
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been  estimated  by  the  Asian  Development  Bank  in  1980  that  only  10  per  cent 
of  Indonesia's  professional  managers  are  -  in  charge  of  large-scale  economic 
enterprises. 

Recognition  .of  the  importance  of  the  private  and  business  sector  was  for- 
mally acknowledged  in  mid- 1977  when  the  Indonesian  Chamber  of  Commerce 
and  Industry  was  formed  in  Jakarta.  Kadin  (the  Chamber),  grew  out  of 
poHtical  as  well  as  economic  pressure  within  the  Indonesia  business  and 
political  elite  as  it  sought  to  develop  "entrepreneurship"  among  indigenous 
Indonesians.  Along  with  its  junior  counterpart,  HIPMI  (the  Indonesian 
equivalent  of  the  Jaycees)  its  prime  function  has  been  to  serve  as  a  semi- 
official conduit  in  securing  government  tenders  and  projects.  The  more  promi- 
nent of  both  Kadin  as  well  as  HIPMI  figures  invariably  have  access  to  key 
government  officials  close  to  the  President. 

Both  Kadin  and  HIPMI  are  not  particularly  noted  for  their  activism  in  pro- 
moting economic  and  business  links  within  ASEAN.  In  part  this  results  from 
the  more  extensive  opportunities  provided  by  government  contracts  involving 
Japanese,  American  or  West  European  firms,  although  a  number  of 
Singaporean,  Thai  as  well  as  Filipino  companies  have  been  involved  in  the 
development  of  Indonesian  manufacturing,  processing  and  timber.  It  is  only 
recently  that  a  number  of  prominent  young  Indonesian  entrepreneurs  have 
shown  interest  in  extending  their  business  links  in  Malaysia,  although  the  ac- 
tual commitment  and  follow-up  remains  to  be  seen. 

The  dilemma  facing  both  private  organisations  is  that  they  are  both  heavily 
depended  on  the  patronage  accorded  by  key  Indonesian  political  figures.  To 
that  extent,  their  recent  calls  for  deregulation  in  the  trade  sector  puts  them  at 
odds  with  the  very  interest  of  those  they  seek  to  cultivate.  The  same  problem 
applies  to  Indonesian  private  interests  in  the  banking  and  commercial  sector.  It 
has  been  estimated  that  roughly  70  per  cent  of  portfolio  transactions  must 
clear  through  government  bureaucracies,  thus  impeding  speedy  transfer  of 
funds  needed  for  particular  projects  to  take  off. 


CONCLUSIONS 

Policy-making  in  regard  to  ASEAN  political  co-operation  centres  on  the 
President.  Immediately  below  him  are  a  number  of  core-group  decision- 
makers, the  majority  of  whom  have  their  roots  within  the  Armed  Forces,  more 
specifically  within  the  Army.  Access  to  information  on  a  variety  of  issues  per- 
taining to  ASEAN  depend  on  the  nature  of  the  issue  at  hand.  Generally  speak- 
ing, matters  concerning  external  security  issues  are  the  purview  of  Armed 
Forces  intelligence,  although  occasionally  the  views  of  the  foreign  ministry, 
the  CSIS  and  former  ambassadors  are  sought  by  the  President.  By  the  same 
token,  the  President  relies  on  the  foreign  ministry  to  initiate  policy  in  respect 
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to  diplomatic  and  political  issues,  balancing  the  Armed  Forces  proclivities  to 
emphasise  the  more-anti-Communist  strains  of  policy-making. 

In  terms  of  the  probable  effects  of  external  relations  to  the  domestic 
political  scene,  the  President  relies  on  the  services  of  BAIS  and  the  broader 
responsibilities  of  the  State  Intelligence  Co-ordinating  Agency  (BAKIN).  Both 
agencies  provide  assessment  of  current  trends  in  the  political,  economic  and 
strategic  fields,  although  BAKIN  tend  to  emphasise  their  impact  on  the 
domestic  political  scene. 

CSIS  provides  auxiliary  support  to  both  the  Indonesian  Foreign  Ministry 
and  to  military  intelligence,  although  in  some  cases  its  early  initiatives  may  be 
temporary  put  on  hold  by  either  government  agency  should  changing  cir- 
cumstances call  for  such  a  change.  With  its  widening  links  to  other  centres  in 
the  national  bureaucracy,  the  business  community  and  to  the  research  and 
academic  institutions  throughout  the  country,  it  has  enhanced  its  domestic 
standing  as  well  as  retained,  at  its  international  reputation. 

In  the  final  analysis,  all  of  the  institutions  which  in  a  variety  of  roles  cater 
to  the  need  for  maintaining  links  with  other  ASEAN  countries,  the  President's 
role  is  paramount.  In  a  sence,  responsibility  rests  "upward"  rather  than 
"downward,"  although  institutionally  the  Armed  Forces  high  command  re- 
tains a  base  within  its  hierarchy  that  is  independent  of  most  of  the  President's 
whim.  To  the  extent  that  it  retains  its  independence  it  is  also  a  measure  of  the 
relative  power  the  institution  the  armed  forces  possess  and  which  are  wanting 
in  the  others. 


SAARC-ASEAN  Co-operation: 
Perspectives  and  Issues 

IFTEKHARUZZAMAN 
Nilufar  CHOUDHURY 


INTRODUCTION 

The  emergence  of  the  South  Asian  Association  ifor  Regional  Co-operation 
(SAARC)  can  be  viewed  as  the  latest  major  event  demonstrating  the  growing 
recognition  of  the  inter-dependence  of  nations.  A  simple  list  of  various  co- 
operation and  integration  groupings  launched  during  the  post-war  period^ 
would  be  an  impressive  testimony  to  the  continued  importance  of  regional  co- 
operation in  contemporary  international  relations.  Caveats  of  variations  in  the 
degree  of  their  success  or  failure  apart,^  arrangements  for  regional  co- 
operation are  increasingly  recognised  as  logical  extension  and  international 
dimension  of  national  efforts  for  growth  and  development,  especially  in  the 


An  earlier  version  of  the  paper  was  presented  at  a  seminar  on  Bangladesh-Malaysia  Relations 
organised  in  Dhaka  by  the  Bangladesh  Institute  of  International  and  Strategic  Studies,  Dhaka  and 
Institute  of  Strategic  and  International  Studies,  Kuala  Lumpur.  Views  expressed  in  this  paper  are 
those  of  the  authors  and  do  not  necessarily  reflect  any  official  position.  Dr.  Iftekharuzzaman, 
Ph.D.  in  Economics.  Currently  working  as  Deputy  Director  Bangladesh  Institute  of  International 
and  Strategic  Studies.  He  is  in  Charge  of  the  South  Asia  Desk  of  the  Institute.  Mrs.  Nilufar 
Choudhury,  M.A.  in  International  Relations.  Currently  working  as  Assistant  Director,  of  the 
same  institute.  She  is  in  Charge  of  the  Southeast  Asia  Desk. 

'There  are  at  present  forty-five  economic  co-operation  and  integration  groupings  among  the 
developing  countries  of  the  Third  World.  These  include  nineteen  in  Africa,  five  in  Asia,  eleven  in 
Latin-America  and  the  Caribbean  and  ten  inter-regional  groupings.  For  a  complete  list  see  UNC- 
TAD  Secretariat  Report  No.  UNCTAD/ST/ECDC/25(3)  Annex. 

^Agreeably,  the  experience  of  co-operation  and  integration  efforts  especially  within  the 
developing  world  has,  more  often  than  not,  been  discouraging.  Regional  integration  efforts  in 
many  parts  of  the  Third  World,  even  on  occasions  in  Europe  (under  the  influence  of  DeGaule) 
were  evidenced  to  oe  "Foundering  on  the  reefs  of  distrust,  non-cooperation  and  parochial  na- 
tionalism." The  performance  of  some  regional  organisations  often  appeared  so  moribund  that 
even  the  theoretical  foundations  of  regional  co-operation  were  shaken.  As  a  result  there  has  been 
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Third  World  context.  Indeed,  the  enhanced  importance  of  co-operation, 
among  developing  countries  has  in  great  measure  been  the  outcome  of  a  grow- 
ing scepticism  in  the  "south"  over  the  political  will  of  the  "north"  vis-a-vis 
the  New  International  Economic  Order.  "Emerging  as  an  extension  of  the 
urge  for  national  self-reliance  and  conceived  as  a  joint  effort  for  non- 
dependent  development  strategy,  the  concept  of  economic  co-operation 
among  developing  countries  (ECDC),  has  occupied  the  centre  of  gravity  of 
most  of  the  national,  regional  and  international  development  debates  in  the 
contemporary  world. ^ 


The  importance  of  ECDC  has  been  widely  recognised  within  the  frame- 
work of  the  UN,  the  Group  of  77  and  the  Non-aligned  Movement.'*  The  UN 
General  Assembly  has  recognised  that  "economic  co-operation  among 
developing  countries  is  an  integral  part  of  the  efforts  to  establish  the  new  inter- 
national economic  order"  and  emphasised  the  need  to  "intensify  activities  to 
support  economic  co-operation  among  developing  countries  at  the  sub- 
regional,  regional  and  inter-regional  levels."^ 

In  this  backdrop,  the  recent  formal  launching  of  SAARC  (South  Asian 
Association  for  Regional  Co-operation)^  not  only  "offers  a  unique  opportuni- 
ty for  meaningful  co-operation  in  nation  building  efforts  and  the  creation  of 
a  climate  of  mutual  confidence,  trust  and  understanding  essential  for  peace, 
stability  and  progress  in  the  region,""^  but  also  provides  "another  institutional 


an  upsurge  of  academic  literature  on  the  viability  of  regional  co-operation  and  integration  and  the 
debate  at  the  theoretical  plane  continues  to  run  parallel  with  the  growth  of  regional  co-operation 
organisations.  For  an  interesting  review  of  regional  integration  theory,  see  Charles  A.  Duffy  and 
Werner  J.  Feld,  "Whether  Regional  Integration  Theory?",  in  Werner  J.  Feld  and  Gavin  Boyd, 
Comparative  Regional  Systems,  Pergamon  1980  pp.  497-521.  Also  on  the  subject,  Ernst  B.  Haas, 
The  Obsolescence  of  Regional  Integration  Theory,  Breveley  1975;  Comstantine  V.  Vaitson, 
"Crisis  in  Regional  Economic  Co-operation  among  Developing  Countries,"  World  Development, 
June  1978.  For  critical  academic  views  that  accompanied  the  emergence  of  SAARC  see,  Moham- 
mad Ayoob,  "South  Asian  Regional  Co-operation:  Primacy  of  the  Political,"  in  M.  Abdul  Hafiz 
and  Iftekharuzzaman  eds.,  South  Asian  Regional  Co-operation:  A  Socio-economic  Approach  to 
Peace  and  Stability  BIISS/Hakkani,  Dhaka  1985,  S.D.  Muni  and  Anuradha  Muni,  Regional  Co- 
operation in  South  Asia,  National  Publishing  House  New  Delhi  1984;  Atiur  Rahman,  Political 
Economy  of  SAARC,  UPL,  Dhaka  1985;  Pran  Chopra  ed.,  Future  of  South  Asia  (Dhaka:  UPL/ 
Macmillan,  1986);  and  Iftekharuzzaman,  Abdus  Sabur,  Nilufar  Choudhury,  Future  of  SAARC 
and  South  Asia,  Seminar  Paper  presented  at  BUSS,  Dhaka  1986. 

'Iftekharuzzaman,  Abdur  Rob  Khan,  "Islamic  Common  Market:  A  Step  Forward  in  ECDC," 
BUSS  Journal,  vol.  4,  no.  4,  1983,  p.  65. 

"•"Strengthening  the  Weakest  Link:  A  Review  of  Certain  Aspects  of  South-South  Trade  and 
Finance,"  UNCTAD/ST/ECDC/28,  October  1985. 

'See  for  example,  UNCA  Resolution.  No.  39/216. 

^Through  the  first  ever  summit  meeting  of  the  seven  Heads  of  States  or  Government  of  South 
Asia  held  in  Dhaka  during  7-8  December  1985. 

^M.  Shamsul  Huq,  "Problems  and  Promises,"  in  Chopra,  Future  of  South  Asia,  p.  84. 
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mechanism  in  the  framework  for  sub-regional  co-operation  in  the  ESCAP 
region,"^  Indeed,  the  ways  in  which  SAARC  may  be  viewed  include  its  possi- 
ble catalytic  role  in  promoting  inter-regional  ECDC,  especially  in  the  Asia- 
Pacific  region.  The  present  paper  is  a  study  on  the  prospects  of  co-operation 
between  SAARC  and  the  neighbouring  Association  of  Southeast  Asian  Nations 
(ASEAN).  In  the  process,  the  rationale  for  closer  economic  co-operation  be- 
tween the  two  regions  is  sought  in  the  broad  mutuality  of  interests.  A  com- 
parative profile  of  SAARC  and  ASEAN  is  briefly  examined  to  identify  the 
possible  areas  of  co-operation.  The  paper  also  brings  out  certain  issues  that 
may  be  crucial  in  the  future  course  of  any  possible  co-operation  between  the 
two  associations. 


SOUTH-SOUTH  THROUGH  SAARC-ASEAN 

"South-South  economic  relations  are  the  weakest  link  in  the  network  of  in- 
ternational economic  relations."'  The  existing  infrastructure  of  international 
economic  interaction  including  trading,  monetary,  banking,  financial,  in- 
surance and  marketing  institutions  have  been  so  designed  and  developed  as  to 
favour  North-to-South  and  South-to-North  interaction  at  the  expense  of 
South-to-South  linkages  and  co-operation.  "The  basic  point  of  South-South 
economic  co-operation  is  to  make  use  of  deliberate  governmental  and  private 
efforts  to  strengthen  South-South  trade  and  economic  links  more  rapidly  than 
would  be  the  case  if  such  links  were  to  be  created  only  by  the  forces  of  the 
market.  The  rationale  for  greater  South-South  co-operation  is  more  than 
evident  and  indeed  plenty  of  literature  on  the  subject  is  around.  Suffice  it  to 
quote  here  the  four  elements  which  in  view  of  an  UNCTAD-sponsored  inter- 
continental independent  Group  of  Consultants  on  Economic  Co-operation 
among  Developing  Countries^  ^  make  up  the  case  for  close  South-South  co- 
operation. These  are: 

First,  there  is  need  to  make  much  fuller  use  of  the  economic  potential  of  the  South  which  is 
considerably  under-utilised  at  the  present  time  in  terms  of  human,  technological  and  natural 
resources.  And  much  ~  though  by  no  means  all  of  this  increased  production  can  be  sold  within 
South  itself.  Second,  most  Third  World  countries  ~  even  some  of  the  geographically  and 
demographically  bigger  ones  are  economically  small  in  size  and  are  therefore  faced  with  the 
problem  of  attaining  "critical  mass"  in  many  economic  and  technological  activities.  One  way 
of  achieving  such  "critical  mass"  is  through  a  combination  by  countries  of  their  markets, 
natural  resources  and  human  resources.  This  can  enable  the  achievement  of  economies  of 
large-scale  production  and  of  specialisation.  Third,  developing  countries  are  continuously 

^Economic  and  Social  Survey  of  Asian  and  the  Pacific  1985,  UN,  ESCAP,  Bangkok  1986,  p. 
27,  box. 

'"Strengthening  the  Weakest  Link,"  p.  5. 
p.  9. 

"The  members  of  the  Group  were  drawn  from  the  Caribbean  Development  Bank,  Indian  Na- 
tional Institute  of  Finance  and  Policy,  Inter-American  Institute  of  Monetary  Studies. 
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faced  with  the  need  for  external  market  outlets  for  ever  changing  categories  of  manufactured 
goods  in  the  context  of  continuing  structural  changes  in  the  world  economy.  And  they  should 
look  for  these  markets  in  both  the  North  and  the  South.  The  fourth  element  of  the  case  for 
ECDC  derives  from  the  complementarity  of  the  human,  natural  and  financial  resource  base 
arid  the  varying  levels  of  economic  development  among  countries  of  the  South.  This  state  of 
affairs  creates  considerable  opportunities  for  mutually  beneficial  intra-South  trade,  financial 
flows  and  transfer  of  technology. 

Inter-regional  co-operation  as  a  logical  extension  of  the  on-going  efforts 
for  closer  South-South  co-operation  is  a  relatively  new  phenomenon  and  in- 
volves conscious  and  co-ordinated  activity  pursued  by  two  or  more  regional 
groupings  for  mutual  benefit.  Promoted  principally  under  the  aegies  of  the 
Group  of  77  and  United  Nations  bodies  like  UNCTAD  and  regional  commis- 
sions like  the  ESCAP,  inter-regional  co-operation  is  characterised  by  an  ele- 
ment of  "functionalism"^^  and  can  manifest  in  a  wide  variety  of  measures  for 
interaction.  The  measures  have  evolved  over  the  last  decade,  initiated  by  the 
Conference  of  the  Group  of  77  on  Economic  Co-operation  among  Developing 
Countries  held  in  September  1976  in  Mexico  City.  Two  other  milestones  in  the 
process  were  the  Arusha  Action  Plan  for  Collective  Self-Rehance  of  1979  and 
the  Caracas  Programme  of  Action  of  1981  during  which  the  Mexico  City  Pro- 
gramme has  been  extended,  refined  and  concretised,  and  has  been  provided 
with  follow-up  and  implementation  machinery.  The  general  principle  of  col- 
lective self-reliance  as  the  basis  for  mutual  co-operation  was  framed  by  the 
Mexico  Programme  which  also  launched  an  inter-sectoral  programme  for 
ECDC.  The  Global  System  of  Trade  Preferences  among  Developing  Countries 
(GSTP),  the  proposal  for  co-operation  among  State  Trading  Organisations 
(STO)  and  the  establishment  of  Trade  Information  System  (TIS)  are  the 
follow-up  outcomes  of  the  Mexico  City  Programme.  Specific  proposals  for 
monetary  and  financial  co-operation  were  also  contained  in  the  programme. 
Proposals  for  co-operation  in  many  other  areas  like  economic  integration, 
commodities  and  raw  materials,  industrial  and  agricultural  production,  in- 
frastructure and  services,  technology  and  development  of  human  resources 
were  subsequently  incorporated  into  the  Caracas  Programme  of  Action. 

A  review  of  the  on-going  efforts  in  ECDC  reveals  the  following  major  areas 
of  inter-regional  co-operation:'^ 

1.  Co-operation  in  trade,  including  trade  liberalisation,  GSTP,  TIS,  Direct 
trade  measures  involving  STOs,  and  Countertrade; 

2.  Co-operation  in  production  and  infrastructure  in  wide  ranging  areas  in- 
cluding industry,  agriculture,  energy,  natural  resources  like  minerals  and 

"•'Strengthening  the  Weakest  Link,"  p.  9. 

•'Shamsul  Islam  Khan,  "The  EEC-ASEAN  Relations  within  the  framework  of  the  North- 
South  Negotiations,"  Heidclburg  University,  West  Germany,  1985  (unpublished  thesis),  p.  111. 

""Progress  Achieved  and  Future  Support  Activities  of  UNCTAD  Relevant  to  the  Caracas 
Programme  of  Action,"  UNCTAD/ST/ECDC/3 1 ,  p.  1. 

''"Strengthening  the  Weakest  Link,"  pp.  19-48. 
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fisheries,  education  and  training  and  science  and  technology  through: 
(a)  Multinational  Production  Enterprises  and  Joint  Ventures  and;  (b)  Pri- 
vate Sector  Co-operation; 

3.  Monetary  and  Financial  Co-operation  including:  clearing  and  payments 
arrangement,  mutual  convertibility  of  currencies,  credit  arrangements, 
export  credit  facilities,  export  credit  insurance,  development  banking;  and 

4.  Consuhation  and  Co-ordination  in  External  Economic  Relations. 


SAARC-ASEAN  CO-OPERATION:  SCOPE  AND  LIMITATIONS 

Economic  co-operation  between  the  countries  of  Southeast  and  South  Asia 
is  indeed  nothing  new.  There  have  been  interactions  between  them  over  the 
years  of  history.  The  first  institutional  initiatives  were  however  taken  by  the 
Economic  Commission  for  Asia  and  the  Far  East  (ECAFE)  established  in  1947 
by  the  UN  Economic  and  Social  Council.  In  the  past  nearly  four  decades  the 
ECAFE,  which  has  later  been  re-named  as  Economic  and  Social  Commission 
for  Asia  and  Pacific  (ESCAP)  has  taken  numerous  steps  for  the  promotion  of 
economic  co-operation,  specially  trade  and  financial  co-operation  within  the 
region.  A  myriad  of  conferences  have  been  held  and  numerous  committees  and 
commissions  have  met  with  a  view  to  intensifying  efforts  for  closer  inter-sub- 
regional  co-operation  within  the  region.'^  A  series  of  intra-regional  trade  pro- 
motion talks  were  held  in  which  many  of  the  countries  of  the  ESCAP  region 
including  most  of  those  from  South  and  Southeast  Asian  sub-region  par- 
ticipated. A  number  of  Ministerial  Conferences  were  also  held  with  similar 
participation.  Indeed  it  was  in  great  measure  at  the  initiative  of  the  ECAFE/ 
ESCAP  that  most  of  sub-regional  economic  co-operation  institutions  were 
also  created.  These  include  the  Committee  on  Industry  and  Trade  established 
in  late  1948,^^  the  Consultative  Group  of  Experts  on  Regional  Economic  Co- 
operation which  first  met  in  1961,^^  the  Asian  Development  Bank,  established 

'*For  a  detailed  discussion  on  the  efforts  of  ECAFE  and  ESCAP  see  G.S.  Kushwaha,  Regional 
Trade  Cooperation  in  South  East  Asia  (Allahabad:  Chugh  Publications,  1983),  pp.  246-287. 

"Under  the  Commission  Resolution  No.  E/CN.  11/168. 

"Recommendations  of  the  Expert  Group  which  held  a  series  of  meetings  included:  (a)  Trade 
liberalisation  through  reduction  of  quantitative  restrictions  on  a  region-wise  basis  and  the  intro- 
duction of  both  tariff  and  quantitative  preferences  on  such  a  regional  basis;  (b)  preferential  treat- 
ment for  goods  produced  in  the  region  through  government  purchases;  (c)  co-ordination  of  invest- 
ment plans  in  industry,  mining  and  agriculture;  (d)  establishment  of  a  regional  development  bank 
to  assist  in  mobilising  and  directing  resources  for  regional  projects,  joint  ventures  and  for  pro- 
moting intra-regional  trade;  (e)  encouragement  and  facilitation  of  increased  participation  of 
businessmen  in  intra-regional  trade;  (f)  development  of  commercial  arbitration  facilities  in  the 
region;  (g)  regional  co-operation  in  the  field  of  primary  commodities;  (h)  improvement  and  pool- 
ing of  shipping  facilities  including  the  establishment  of  a  regional  shipping  lines  and  closer  co- 
operation in  air  transport;  and  (i)  consideration  of  the  need  for  administrative  arrangements  for 
the  implementation  of  agreed  programmes  of  regional  economic  co-operation.  See  ECAFE  An- 
nual Report  1963-1964,  UN  ECOSOC,  quoted  in  Kushwaha,  Regional  Trade,  p.  255. 
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during  the  21st  session  of  the  ECAFE  held  at  Wellington  in  1965  the 
Association  of  Southeast  Asia  (ASA)  which  was  later  in  1967  merged  with 
ASEAN,  the  Asian  and  Pacific  Council  (ASP AC)  set  up  in  1967,  the  First 
Agreement  on  Trade  Negotiations  among  Developing  Member  Countries 
(better  known  as  the  Bangkok  Agreement)  signed  in  July  1975,^0  the  Trade 
Co-operation  Group.^i  the  Asian  Clearing  Union,^^  Asian  Re-insurance  Cor- 
poration,   and  the  Committee  on  Shipping  and  Transport  and  Commission.^^ 

It  should  be  noted  that  while  the  efforts  for  inter-regional  co-operation  in 
Asia  were  initiated  during  the  late  forties,  the  1970s  have  witnessed  an  increas- 
ing understanding  of  the  need  for  inter-regional  co-operation  in  economic, 
trade,  monetary,  technological  and  industrial  co-operation.  This  has  been 
specially  visible  parallel  with  the  world  wide  efforts  for  ECDC  and  TCDC  of 
the  late  seventies  and  early  eighties.  It  might  also  be  noted  that  there  is  a 
general  agreement  as  to  the  very  limited  nature  of  achievement  and  outcome  of 
all  these  efforts  and  institutional  arrangements  as  far  as  substantive  aspects  of 
these  are  concerned.  The  process  of  real  co-operation  has  been  rather  slow  and 
is  far  from  and  is  much  beyond  the  declaration  of  intentions  and  the  forming 
of  broad  principles.  Views  are  also  expressed  that  there  has  been  an  unwieldy 
and  un-coordinated  expansion  of  arrangements  for  co-operation. 

Whether  or  not  the  existing  formal  and  internal  arrangements  for  inter- 
regional co-operation  in  Asia  have  been  successful  is  a  subject  of  more  than 
academic  interest  and  evidently  efforts  are  there  to  intensify  actions  and  iden- 
tify areas  with  a  view  to  working  towards  an  integrated  approach  to  sub- 


"While  the  Agreement  on  the  Establishment  of  the  ADB  was  adopted  in  that  meeting,  the 
main  preparatory  work  connected  with  the  setting  up  of  the  Bank  was  done  by  a  Working  Group 
of  Experts  held  at  Bangkok  in  October  1964.  The  establishment  of  the  Bank  has  been  hailed  as  one 
of  the  most  outstanding  examples  of  regional  economic  co-operation. 

^Signed  between  Bangladesh,  India,  Laos,  Philippines,  Korea,  Sri  Lanka  and  Thailand,  the 
agreement  provides,  inter-alia.  for  preferential  tariff  cuts  at  an  average  rate  of  35%  and  preferen- 
tial binding  of  Most  Favoured  Nation  in  relation  to  goods  comprising  certain  specified  levels  of 
mutual  trade. 

2'Set  up  pursuant  to  a  decision  of  the  ESCAP  Ministerial  Conference  held  at  New  Delhi  in 
1978,  the  programme  provides,  inter-alia,  for  activities  in  relation  to  information,  joint  ventures, 
long-term  controls,  commodity  communities,  monetary  co-operation,  tariff  and  non-tariff  bar- 
riers, trade  statistics,  customs  nomenclature  and  transport  facilities.  The  membership  is  open  to 
any  ESCAP  country. 

"Operating  since  November  1975,  the  ACU  is  an  agreement  among  Central  Banks  and 
monetary  autorities  to  establish  a  system  of  clearing  payments  on  a  multilateral  basis,  particularly 
encouraging  is  the  use  of  local  currencies  for  payment. and  monetary  transfer. 

^^Set  up  in  1976  at  Bangkok  and  operational  since  January  1980  the  ARC  is  an  arrangement 
for  underwriting  reinsurencc  business  between  member  countries  which  include  Afghanistan, 
Bangladesh,  Bhutan,  China,  India,  Philippines,  Republic  of  Korea,  Sri  Lanka  and  Thailand. 

^Set  up  at  the  initiative  of  ESCAP  with  a  view  to  work  out  an  agreement  on  shipping, 
transport  and  communication. 
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regional  and  inter-regioiial  co-operation.  ^  Although  inter-regional  co- 
operation in  Asia  has  yet  to  attain  any  outstanding  achievements,  for  the  pur- 
pose of  our  analysis  it  is  important  to  note  two  important  aspects  of  what  a 
brief  survey  of  such  co-operation  appears  to  have  revealed.  Firstly,  there 
already  exists  appreciable  facilitative  mechanism  under  which  mutually 
beneficial  co-operation  may  take  off.  And  secondly,  and  perhaps  more  impor- 
tantly, there  is  a  continuing  recognition  of  the  importance  of  such  co- 
operation between  the  sub-regions  of  Asia.  From  such  a  perspective  it  is 
reasonable  to  anticipate  that  with  the  emergence  of  SAARC  new  opportunities 
have  been  opened  for  strengthening  the  existing  institutional  arrangements  for 
sub-regional  co-operation  in  Asia.  The  prospects  of  SAARC-ASEAN  Co- 
operation fits  well  within  such  a  perspective.  Before  attempting  to  identify 
possible  areas  of  co-operation  between  SAARC  and  ASEAN,  it  would  be 
worthwhile  to  briefly  discuss  the  profiles  of  the  two  sub-regions  and  their  cor- 
responding associations,  namely  SAARC  and  ASEAN. 

SAARC:  A  Funtionai  Approach  to  Regionalism 

The  past  weighs  heavily  iipon  both  the  present  and  the  future  sympto- 
matically  in  societies  experiencing  declining  colonialism  and  rising  na- 
tionalism. This  is  particularly  true  of  the  nations  of  South  Asia  which  have 
found  their  post-independence  period  attended  by  a  host  of  problems  from 
within  and  outside  often  inter-twined,  some  intangible  and  others  impon- 
derable. Domestically  the  countries  were  faced  with  problems  of  political  divi- 
sions, conflict  between  modernity  and  primordiality  and  above  all  the  enormi- 
ty of  pressure  stemming  from  what  has  been  called  revolution  of  rising  expec- 
tations. Besides,  there  were  factors  that  had  both  internal  and  cross-national 
implications  like  history,  geography,  ethno-religio-linguistic  structure, 
divergent  size  and  resource  endowment,  and  on  top  of  all,  growth  of  socio- 
politico-economic  institutions. 

The  outcome  of  the  interplay  of  all  these  factors  has  been  that  in  the  pro- 
cess of  articulation  of  the  states  and  peoples,  a  "complex,  interacting  and  in- 
terlocking web  (was  formed)  with  history,  asymmetry  and  geopolitics  occupy- 
ing a  central  place.  "^^  Thus  the  seven  nations  of  South  Asia  which  shared 
much  of  the  cultural  and  civilisational  heritage  recorded  in  history  came  to  be 
known  as  a  "region  of  mistrust. "^^  Justifiably  or  not,  therefore,  inter-state 
relations  in  the  region  during  the  four  decades  of  post-war  history  came  to  be 
characterised  by:  (i)  a  state  of  flux,  tension,  distrust,  discord  and  occasional 
hostilities;  (ii)  a  climate  far  from  conducive  to  the  growth  of  wholesome, 
healthy  and  stable  good  neighbourly  and  bilateral  relations;  (iii)  unfortunate 
oversight  of  the  shared  heritage,  values,  goals  and  inspirations  which  could  be 

^'See  for  example,  Colombo  Declaration  of  5  April  1974  and  New  Delhi  Declaration  of  6 
March  1975. 

^*M.  Shamsul  Huq,  Problems  and  Promises,  p.  68. 
"Pran  Chopra  ed.  Future  of  South  Asia. 
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the  source  of  enormous  strength  and  potential  for  nation-building  efforts;  and 
(iv)  distortion  in  inter-country  relations  created  by  mutual  suspicion,  distrust 
and  fear  which  became  a  serious  impediment  to  co-operation  for  fulfilment  of 
the  political  and  economic  aspirations  of  these  nation-states.^^ 

AH  these  had  their  telling  impacts  not  only  on  the  political  map  of  South 
Asia  but  also  on  the  emerging  pattern  of  regional  co-operation  in  the  region. 
Thus,  in  the  objective  condition  of  inter-state  relations  in  South  Asia,  it  has 
evidently  been  considered  "prudent  to  opt  for  a  functional  approach"  to 
regional  co-operation.  The  guiding  factor  here  is  a  commonality  in  threat 
perception  not  in  political  and  security  implications  but  in  terms  of  challenges 
emanating  from  the  shared  problems  of  poverty,  disease  and  under- 
development. Dictated  by  the  imperatives  arising  from  sensitivities  in  the 
political  relations,  non-congruity  in  foreign  policy  orientations  and 
divergences  in  regime  nature  and  perceptions,  it  iias  been  considered  prudent 
not  only  to  keep  apart  political  co-operation  beyond  the  agenda  of  SAARC 
but  also  to  keep  apart  "bilateral"  and  "contentious"  issues  from  SAARC 
dehberations  in  an  attempt  to  insulate  the  regional  co-operation  process  from 
their  deleterious  impacts.  Instead  of  including  political  matters  in  the  SAARC 
programme  the  architects  of  SAARC  perceived  it  as  an  instrument  to  promote 
and  strengthen  collective  self-reliance  which  is  nevertheless  viewed  to  be  cataly- 
tic in  estabUshing  "mutual  trust,  understanding  and  appreciation  of  one 
another's  problems. "^^  It  is  important  to  note  further  that  in  selecting  the 
non-political  areas  of  co-operation  also  there  has  been  an  element  of 
cautiousness  in  the  sense  that  only  those  areas  of  socio-cultural,  economic  and 
technological  co-operation  have  been  included  in  the  Integrated  Programme  of 
Action  (IP A)  which  have  been  found  to  be  non-controversial.  SAARC- was 
launched  with  nine  such  areas  of  co-operation  and  three  more  area  have  been 
included  while  a  few  more  areas  are  under  consideration  for  inclusion  in  the 
programme  for  co-operation.  Any  consideration  of  inter-regional  co-operation 
involving  SAARC,  and  for  that  matter  SAARC-ASEAN  co-operation  should 
therefore  remain  confined  to  these  areas  alone. 

It  is  important  to  note  in  this  connection  that  the  possibility  of  SAARC's 
co-operation  with  other  regional  organisations,  specially  of  the  developing 
countries  is  well-prescribed  by  the  Charter  of  the  Association.  Article  I  of  the 
Charter  maintains:  "The  objectives  of  the  Association  shall  be  ...  to  streng- 
then co-operation  with  other  developing  countries;  ...  to  co-operate  with  inter- 
national and  regional  organisations  with  similar  aims  and  purposes.  "^°  The 
fact  however  remains  that  the  Association  is  by  all  practical  means  still  in  a 
nascent  stage.  Most  of  its  on-going  activities  have  until  recently  been  of  an 
academic  nature  like  the  holding  of  workshops,  seminars,  conferences,  study 
group  and  expert  group  meetings  on  areas  of  interest.  Although  a  shift  of  em- 

^'Taken  from  M.  Shamsul  Huq,  op.  cit. 

^^Charler  of  SAARC. 
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phasis  has  been  observed  in  the  wake  of  the  first  session  of  the  Council  of 
Ministers  held  in  August  1986  when  the  establishment  of  two  regional  projects 
was  approved,  the  Association  for  agreeable  reasons  appears  to  be  proceeding 
with  a  "slow-moving"  approach  in  relation  to  co-operation  in  "core"  areas  of 
economic  activity.  Moreover,  no  particular  guideline  has  yet  been  laid  down 
on  its  co-operation  with  other  organisations  except  the  above-mentioned  re- 
ference in  the  Charter.  The  subject  appears  to  have  been  generally  considered 
in  the  Council  of  Ministers  which  reportedly  agreed  to  proceed  with  caution  as 
the  Joint  Communique  issued  at  the  end  of  the  meeting  mentioned  that 
"initiatives  should  stem  from  SAARC  itself  based  upon  its  own  determination 
of  priorities."-'^  During  the  recently  held  third  SAARC  Summit  in  Kathmandu 
also  the  subject  was  reportedly  discussed.  The  Standing  Committee  has  been 
directed  to  examine  the  matter  in  greater  detail  in  the  future  course  of  its 
deliberations.  It  is  understood  that  despite  keen  interest  on  the  past  of  some 
member  states  a  consensus  decision  and  a  clear-cut  policy  directive  are  yet  to 
emerge.  It  seems  therefore  that  at  the  present  stage,  from  a  SAARC  perspec- 
tive, inter-regional  co-operation  in  terms  of  both  prospective  areas  and  intensi- 
ty is  Hkely  to  take  a  rather  low  profile. 

ASEAN:  From  Economic  to  Politico-Strategic  Co-operation 

The  stated  objectives  of  ASEAN  as  enshrined  in  the  Bangkok  Declaration 
of  1967  is  to  bring  about  economic,  social  and  cultural  co-operation  among  the 
member  states  with  a  view  to  accelerating  economic  growth,  social  progress 
and  cultural  development  in  the  region.  But  there  are  hardly  two  opinions  as  to 
the  view  that  over  the  years  ASEAN  co-operation  has  turned  into  a  multi- 
purpose organisation  where  areas  of  co-operation  range  from  the  soft  and 
non-controversial  areas  of  socio-cultural  and  economic  co-operation  to  areas 
of  politico-security  and  strategic  implications.  As  the  former  Indonesian 
Foreign  Minister  Adam  Malik  was  quoted  to  have  made  clear:  "Although 
from  the  outset  ASEAN  was  conceived  as  an  organisation  for  economic,  social 
and  cultural  co-operation,  and  although  considerations  in  these  fields  were  no 
doubt  central,  it  was  the  fact  that  there  was  a  convergence  in  the  poUtical  out- 
look of  the  five  prospective  member  ~  nations  ...  which  provided  the  main 
stimulus  to  join  together  in  ASEAN."^^  The  "convergence  in  political 
outlook"  has  led  to  a  shared  perception  of  external  and  internal  threats  to 
security  of  ASEAN  states.  And  indeed,  ASEAN  "was  the  product  of  an  en- 
vironment which  was  characterised  by  common  fears,  both  from  within  and 
without  and  common  expectations  of  economic  gains  and  socio-political 
stability,  again  from  within  and  without. "^^  It  has  sustained  as  one  of  the 

''Joint  Commiinique  of  the  first  session  of  SAARC  Council  of  Ministers,  in  SAARC:  First 
Session  of  Council  of  Ministers,  Dhaka,  1986,  Final  Documents,  Government  of  Bangladesh, 
Ministry  of  Foreign  Affairs,  p.  58. 

'^Quoted  in  Mohammed  Ayoob,  "South  Asian  Regional  Cooperation:  Primacy  of  the  Poli- 
tical." 

"Emajuddin  Ahamed,  SARC:  Seeds  of  Harmony,  UPL,  Dhaka,  1986,  p.  68. 
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most  successful  Third  World  regional  associations  in  large  measure  because  of 
the  congruities  in  political  and  strategic  orientations  of  its  member  states. 
Because  of  the  growing  shifts  of  emphasis  in  the  ASEAN  in  favour  of  politico- 
strategic  co-operation  it  was  viewed  as  "partly,  if  not  basically  a  security  co- 
operation."^'* 

Despite  these,  and  whatever  way  the  spirit  of  ASEAN  co-operation  may  be 
interpreted,  "the  stated  aims,  principles  and  purposes  of  ASEAN  were  prin- 
cipally economic  in  character,  "^^  and  economic  co-operation  continues  to  re- 
main a  principal  element  of  ASEAN  co-operation.  This  has  also  been  repeated- 
ly emphasised  by  leaders  of  the  ASEAN  states.  Recalling  that  ASEAN  was 
established  for  economic  co-operation  and  progress.  President  Corazon 
Aquino  of  the  Philippines  said  that  it  was  time  "to  re-examine  our  present 
position,  consider  how  far  short  of  ASEAN's  goal  we  have  fallen,  and  renew 
more  firmly  our  commitment  to  achieve  them."^^  The  concern  of  ASEAN  for 
improving  its  performance  in  economic  co-operation  is  also  visible  in  its  co- 
operation efforts  with  its  "Dialogue  Partners"  which  include  other  regional 
organisations  like  the  EEC  and  individual  states  like  the  USA,  Japan, 
Australia,  Canada  and  New-Zealand.  ASEAN  co-operation  with  Dialogue 
Partners  is  conducted  mainly  in  order  to  enlist  support  for  ASEAN  develop- 
ment programmes,  particularly  in  the  field  of  trade,  investment  and  finance 
and  technical  assistance. 

One  of  the  main  achievements  of  ASEAN  is  the  favourable  development  of 
the  activities  in  its  relations  with  third  countries,  group  of  countries  and  inter- 
national organisations.  The  establishment  by  ASEAN  of  regular  forums  for 
economic  collaboration  with  those  developed  countries  and  groups  of  coun- 
tries is  aimed  not  only  at  obtaining  packages  of  aid  and  assistance  program- 
mes. The  goal  is  rather  to  build-up  a  long-term  complementary  economic  rela- 
tionship that  would  be  productive  and  beneficial  to  all  concerned  and  which 
would  contribute  to  the  stable  growth  and  progress  of  the  region  as  a  whole. 

In  its  relations  with  third  countries,  group  of  countries  and  international 
organisations,  ASEAN  objectives  as  contained  in  the  Declaration- of  ASEAN 
Concord  include: 

1.  To  accelerate  joint  efforts  to  improve  access  to  markets  outside  ASEAN  for  their  raw  materials 
and  finished  products  by  seeking  the  elimination  of  all  trade  barriers  in  those  markets,  develop- 
ing new  usage  for  these  products  and  in  adopting  common  approaches  and  actions  in  dealing 
with  regional  groupings  and  individual  economic  powers; 

^"•j.  Soedjati  Djiwandono,  "The  Strategic  Significance  of  ASEAN,"  in  Hafiz  and  Iftekha- 
ruzzaman,  South  Asian  Regional  Cooperation,  p.  51. 

•"Amado  Castro,  "ASEAN  Economic  Co-operation"  in  Alison  Broniowski  ed..  Understan- 
ding ASEAN  (London:  MacMillan,  1982),  quoted  in  Emajuddin  Ahamed,  Seeds  of  Harmony,  p. 
65. 

^'Address  inagurating  the  19th  ASEAN  Ministerial  Meeting  in  Manila,  June  1986,  ASEAN 
News  Letter,  Jakarta,  no.  15,  May-June  1986,  p.  3. 
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2.  To  co-operate  in  the  field  of  technology  and  production  methods  in  order  to  increase  the  pro- 
duction and  improve  the  quality  of  export  products  as  well  as  to  develop  new  export  products 
with  a  view  to  diversifying  exports; 

3.  To  co-operate  in  adopting  joint  approaches  to  international  commodity  problems  and  other 
world  economic  problems  such  as  the  reform  of  international  trading  system,  the  reform  of 
international  monetary  system  and  transfer  of  real  resources,  in  the  UN  and  other  multilateral 
fora,  with  a  view  to  contributing  to  the  establishment  of  the  New  International  Economic 
Order; 

4.  To  give  priority  to  the  stabilisation  and  increase  of  export  earnings  of  those  commodities  pro- 
duced and  exported  by  ASEAN  through  commodity  agreements  including  buffer  stock  schemes 
and  other  means; 

5.  Co-operation  with  ASEAN  as  a  group  should  not  be  at  the  expense  of  existing  bilateral  arrange- 
ments; 

6.  Co-operation  should  serve  to  complement  ASEAN's  capabilities  and  not  supplant  them; 

7.  Co-operation  should  be  for  projects  conceived  by  ASEAN  which  are  of  a  regional  character 
and  for  the  benefit  of  all  ASEAN  countries; 

8.  Co-operation  should  be  unconditional.^' 

It  would  be  clear  from  the  above  that  ASEAN  has  already  gained  wide  ex- 
perience and  developed  specific  guidelines  on  the  basis  of  which  it  can  pursue 
its  programme  of  inter-regional  co-operation.  But  as  it  has  been  indicated  in 
the  earUer  sub-section,  and  will  be  further  highlighted  in  what  follows,  its  co- 
operation with  SAARC  is  hkely  to  be  paced  largely  by  the  latter's  constraints. 

Mutual  Compulsions  for  SAARC-ASEAN  Co-operation 

To  say  that  there  are  good  prospects  of  economic  co-operation  between  the 
SAARC  and  ASEAN  countries  is  to  state  the  obvious.  There  are  at  least  two 
main  groups  of  reasons  why  the  countries  of  the  two  sub-regions  should  put  up 
efforts  for  closer  co-operation. 


Mutuality  of  Broader  Interests 

Countries  of  South  Asia  and  Southeast  Asia  belong  to  the  broad  category 
of  developing  countries  and  share  many  of  the  problems,  vulnerabilities  and 
threats  to  their  economies.  Co-operation  between  SAARC  and  ASEAN  would 
imply  pulling  together  of  interests  of  more  than  one  and  a  quarter  billion  of 
people  living  in  a  total  area  of  seven  and  a  half  million  square  kilometers,  ac- 
counting for  a  combined  annual  GDP  of  US$413  billion  (see  Appendix  1). 
Agreably,  there  are  both  inter-regional  and  intra-regional  divergences  in  terms 
of  economic  performances  of  particular  member-state.  The  annual  GDP  of 
the  countries  range  from  US$0.02  billion  to  US$162.28  biUion  is  case  of 
SAARC  and  from  US$18.22  billion  to  US$80.59  billion  in  case  of  ASEAN. 
The  variations  in  terms  of  GNP  per  capita  are  also  wide-from  US$120  to 


"Cited  in  Ten  Years  of  ASEAN  (iBkma:  ASEAN  Secretariat,  1978),  pp.  220-221. 


38 


THE  INDONESIAN  QUARTERLY,  XVI/1 


US$470  in  SAARC,  and  from  US$540  to  US$22,000  in  ASEAN.  Such  diver- 
gences at  the  disaggregated  level  apart,  within  a  broad  spectrum,  the  states 
have  a  wide  mutuality  and  commonality  of  interests,  particularly  with  re- 
ference to  their  shared  perspectiyes  vis-^-vis  North-South,  South-South,  G-77, 
ECDC  and  TCDC  matters.  Leaving  aside  this  general  framework  of  motiva- 
tions, there  are  a  variety  of  reasons  connected  with  the  continued  distortions  in 
the  world  economic  order  that  make  closer  economic  co-operation  between  the 
two  regions  which  are  geographically  so  close  to  each  other  increasingly  con- 
vincing. 

Firstly,  the  slow  growth  in  the  developed  market  economies  which  followed 
the  recent  recession  combined  with  the  rising  wave  of  protectionism  provide 
reasonable  grounds  to  intensify  efforts  for  economic  co-operation,  especially 
trade  co-operation  among  these  countries. 

Secondly,  in  the  context  of  the  mounting  debt  crisis  and  decline  in  the 
development  assistance,  especially  fall  in  the  flow  of  funds  crucially  needed  for 
the  growth  and  expansion  of  the  economies,  it  is  imperative  that  the  two 
groups  of  countries  combine  their  efforts  to  co-operate  in  such  areas  as  invest- 
ment, finance  and  technology  geared  to  attain  collective  self-reliance. 

Thirdly,  the  prevailing  structure  and  direction  of  trade  of  the  two  groups  of 
countries,  although  have  changed  to  some  extent  overtime,  are  still  linked 
almost  organically  with  the  developed  market  economies  (see  Appendix  VI). 
As  a  corollary,  the  flow  of  trade  between  the  two  regions  is  much  lower  than 
what  could  be  justified  by  factor  and  skill  endowment.  Substantial  benefits  ap- 
pear to  be  acrueable  if  greater  trade  takes  place  on  the  basis  of  static  com- 
parative advantage.  It  may  be  noted  in  this  connection  that  a.  recent  study  has 
shown  that  under  a  scenario  of  a  moderate  increase  in  South-South  trade 
cumulative  increase  in  GDP  during  1979-1990  attributable  to  South-South 
trade  would  be  10.1%  in  South  Asia  and  10.7%  in  Southeast  Asia.^^ 

Fourthly,  it  is  possible  to  argue  that  closer  economic  co-operation  between 
SAARC  and  ASEAN  is  dictated  not  merely  by  comparative  advantages  in 
terms  of  factor  endowments  but  also  by  considerations  of  similarity  in 
perspectives  of  political  economy.  To  substantiate,  it  may  be  pointed  out  that 
the  volume  of  trade  that  takes  place  between  the  developed  countries  would  be 
much  larger  than  what  is  warranted  by  conventional  comparative  advantage. 
If  subjective  considerations  have  guided  the  pattern  of  trade  and  economic 
linkages  of  developed  economies,  it  appears  all  the  more  justified  for  the 
developing  countries  to  apply  mutual  preferential  treatment  in  shaping  their 
economic  relations.  From  such  a  perspective,  there  seems  to  be  substantial 
room  for  closer  economic  ties  between  ASEAN  and  SAARC. 


^^UNIDO,  Industry  and  Development  Global  Report  1985,  quoted  in  Economic  and  Social 
Survey  of  Asia  and  the  Pacific  1985,  UN  ESCAP,  Bangkok  1986,  p.  209. 
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Commonalities  and  Complementarities 

There  are  clear  indications  of  good  prospects  of  closer  trade  and  economic 
co-operation  on  the  basis  of  complementarities  and  comparative  advantage. 
The  member-states  of  ASEAN  are  among  the  few  countries  of  the  Third 
World  which  for  their  outstanding  performance  in  economic  and  industrial 
growth  have  come  to  be  classified  as  Newly  Industrialised  Countries  (NICs). 
The  countries  are  rich  in  a  considerable  number  of  natural  resources  including 
natural  rubber  (83%  of  total  world  output),  palm  oil  (80%),  tin  (70%)  and 
coconut  (67%).  ASEAN  countries  also  account  for  a  significant  portion  of 
world  production  of  sugar,  coffee,  nickle,  bauxite,  tungsten,  copper  and  coal. 
ASEAN  countries'  flourishing  industries  include  iron  and  steel,  machinery 
assembly  and  manufacture,  garments  and  textiles,  food  processing,  timber, 
electronics  and  chemicals.  Although  agriculture  continues  to  account  for 
about  a  quarter  of  the  GDP  of  ASEAN  economies,  the  share  of  industry  is 
steadily  rising  accounting  at  present  generally  more  than  a  third  of  the  GDP 
(Appendix  II). 

The  South  Asian  countries  for  their  part  are  largely  deficit  in  mineral  and 
industrial  products  and  to  some  extent  agricultural  products.  Most  of  the 
countries  are  importers  of  major  items  of  export  of  ASEAN  countries.  At  the 
same  time  the  countries  of  South  Asia  are  rich  in  natural  gas  and  some  primary 
products  like  jute,  hides  and  skin,  which  are  among  the  importables  of  most  of 
the  ASEAN  countries.  The  countries  rely  on  imports  for  most  of  the  in- 
termediate products  like  metal  and  metal  products,  rubber  manufactures, 
basic  chemicals  and  fertilizers.  They  are  also  generally  deficient  in  technology, 
skill  and  knowhow.  India,  of  course  is  rich  in  several  mineral  resources  and 
has  attained  considerable  advancement  in  industrial  production  and  techno- 
logical development.  At  least  two  other  countries  of  SAARC  region  generate 
more  than  a  quarter  of  their  GDP  from  industry  sector.  At  an  aggregated  level 
however,  the  South  Asian  region  remains  industrially  and  technologically  less 
developed  than  the  ASEAN  region  and  the  latter's  industrial  output  far 
outweighs  that  of  South  Asia.  The  same  is  true  of  the  value  of  manufactured 
exports  (see  Table  1). 

It  should  be  noted  that  at  the  very  general  level  it  would  appear  (as  shown 
in  Appendix  II-VI)  that  both  in  terms  of  direction  and  commodity  composi- 
tion of  trade  as  well  as  structure  of  production,  there  are  not  very  wide  scope 
of  trade  and  economic  co-operation  between  SAARC  and  ASEAN.  At  a  disag- 
gregated level,  however,  it  may  not  be  difficult  to  identify  possible  areas  of  co- 
operation for  mutual  benefit.  South  Asian  countries  may  expand,  for  example, 
their  exports  of  such  items  as  raw  jute  and  jute  goods,  some  minerals  like 
natural  gas  and  some  manufactures  like  paper  and  paper  board,  newsprint  and 
certain  pharmaceutical  products  to  ASEAN  countries.^'  ASEAN  expansion  of 

"Atiur  Rahman,  "Relations  between  South-Asia  and  ASEAN,"  paper  prepared  for  UNItAR 
at  the  request  of  Marga  Institute,  Colombo,  Sri  Lanlca,  May  1985,  p.  24. 
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SAARC-ASEAN  COMPARATIVE  PROFILE 


Criterion 


1.  Year  of  launching 

2.  Member-States 


3.  Population 

a.  Total  (millions)  mid  1984 

b.  Range  (millions)  mid  1984 


4.  CNP 

a.  Per  Capita  (Dollars)  1984 


5.  GDP 

a.  Range:  Millions  of  Dollars  (1984) 


b.  Total: 

6.  Value  of  Gross  Industrial  Product 
(Millions  of  Dollars  1984) 


7.  Value  of  Manufactured  Exports  in 
(Millions  of  Dollars/1983) 


8.  Inlra-Regional  Trade 

share  of  total  trade  ... 

9.  Main  factors  behind  the  origin 


10.  Main  prt-occupation  currently 

1 1 .  Foreign  Policy  Orientation 


SAARC 


ASEAN 


August  1983 

Bangladesh,  Bhutan,  India, 
Maldives,  Nepal,  Pakistan,  Sri  Lanka 


August  1967 

Brunei  Darussalam,  Indonesia, 
Malaysia,  Philippines,  Singapore, 
Thailand 


971.2 

Maldives 

Bhutan 

Sri  Lanka 

Nepal 

Pakistan 

Bangladesh 

India 


Bhutan 

Bangladesh 

Nepal 

India 

Sfi  Lanka 

Pakistan 

Maldives 

Bangladesh 

Bhutan 

India 

Maldives 

Nepal 

Pakistan 

Sri  Lanka 


Bangladesh 

Bhutan 

India 

Maldives 

Nepal 

Pakistan 

Sri  Lanka 

Total 

Bangladesh 

Bhutan 

India 

Maldives 

Nepal 

Pakistan 

Sri  Lanka 

Total 


7V» 

Socio-economic 
co-operation 

Socio-economic 

Mixed 


.2 
1.2 
1J.9 
16.1 
92.4 
98.1 
749.2 


280.3 

Brunei  Darussalam 

Singapore 

Malaysia 

Thailand 

Philippines 


Indonesia 

-  120 

Indonesia 

-  130 

Philippines 

-  160 

Thailand 

-  260 

Malaysia 

-  360 

Singapore 

-  380 

Brunei 

-  470 

:  12,320 

Brunei 

113 

Indonesia 

:  162,280 

Malaysia 

22 

Philippines 

:  2,290 

Singapore 

:  27,730 

Thailand 

5,430 

210,185 

:  1,478 

Brunei 

Indonesia 

:  43,815 

Malaysia 

Philippines 

:  274 

Singapore 

:  8,041 

Thailand 

:  1,411 

:  54,019 

Total 

:  485 

Brunei 

Indonesia 

:  5,080 

Malaysia 

Philippines 

45 

Singapore 

:  1,964 

Thailand 

:  314 

:  7,888 

Total 

approx.  15^ 

Socio-economic 
co-operation 

Polllical/'StrategIc 

Pro-western 


.2 
2.5 
15.3 
50.0 
53.4 
158.9 


540 
660 
860 
1,980 
7,260 


4,253 
80,590 
29,280 
32,840 
18,220 
41,960 

167,143 

32,236 
10,248 
11,165 
7,105 
11,748 

72,502 

1,618 
3,965 
2,534 
12,388 
2,058 

22,563 


Source:   Taken  from  sources  of  Appendix  I-VI. 
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exports  to  SAARC  states  may  include  mostly  primary  products,  textile  pro- 
ducts, and  to  some  extent  iron  and  steel,  machinery  and  chemicals.  Other  areas 
of  co-operation  may  include  product  development,  marketing  and  sales  pro- 
motion, transport  and  communication,  joint  ventures  in  industry,  agriculture 
and  other  sectors  of  production.  Further  discussion  on  possible  areas  are 
however  deferred  here  until  we  consider  the  areas  of  co-operation  under 
SAARC  and  ASEAN  which  appear  to  be  vital  in  setting  the  tenor  of  co- 
operation between  the  two  associations. 

SAARC-ASEAN  CO-OPERATION:  PROSPECTS  AND  ISSUES 

In  order  to  identify  the  possible  areas  of  SAARC-ASEAN  co-operation,  it 
would  be  worthwhile  at  this  stage  to  view  the  broad  areas  of  co-operation 
under  the  two  associations  in  a  comparative  footing.  The  following  table 
would  facilitate  such  a  view. 

Table  2 

AREAS  OF  CO-OPERATION  UNDER  SAARC  AND  ASEAN 


SAARC  ASEAN 


Agriculture  and  Forestry 

Food,  Agriculture  and  Forestry 

Rural  Development 

Meteorology 

Meteorology 

Science  and  Technology 

Telecommunications 

Transport  and  Communication 

Science  and  Technology 

Shipping 

Health  and  Population 

Civil  Air  Transportation 

Transport 

Air  Traffic  Services 

Postal  Services 

Tourism 

Sports,  Arts  and  Culture 

Culture  and  Information 

Women  in  Development 

Social  Development 

Drug  Trafficking  and  Abuse 

Drug  Trafficking  and  Abuse 

SAARC  Audio- Vision  Exchange 

Industry,  Minerals  and  Energy 

Situation  of  Children 

Trade  and  Commerce 

International  Economic  Issues 

Finance  and  Banking 

Terrorism 

Mass  Media 

Food  Security 

Organised  Tourism 

Youth  Volunteer  Exchange 

Scholarships,  Fellowships,  Chairs 

Documentation 

Multi-sectoral  Investment* 

Disaster  Management* 

•Areas  for  co-operation  under  study. 
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It  may  be  observed  that  the  areas  of  co-operation  under  both  the  Associations 
are  largely  the  same  except  that  while  ASEAN  countries  are  already  co- 
operating in  such  "core"  areas  as  trade  and  commerce,  industry,  minerals  and 
energy,  and  finance  and  banking,  SAARC  is  yet  to  incorporate  these  into  its 
IP  A. 


Trade,  Industry  and  Investment  Deferred 

It  has  already  been  indicated  that  the  most  important  avenues  of  inter- 
regional co-operation  ~  and  this  has  been  the  experience  of  ASEAN's  co- 
operation with  its  Dialogue  Partners  -  are  trade,  industry  and  investment.  It 
has  also  been  indicated  that  there  are  both  commonalities  of  interest  and  com- 
plementarities in  endowment  for  co-operation  in  these  areas.  It  might  appear 
therefore,  that  SAARC  and  ASEAN  should  endeavour  to  co-operate  in  these 
areas.  Needless  to  mention,  at  the  disaggregated  levels  individual  member 
states  of  SAARC  have  trade  linkages,  industrial  and  investment  co-operation 
with  individual  ASEAN  member  states;  and  they  might,  as  it  would  follow 
from  what  has  been  suggested  elsewhere  in  this  paper,  increasingly  consider  in- 
tensifying such  linkages  and  co-operation. 

From  the  point  of  view  of  co-operation  between  two  associations,  however, 
the  prospects  of  such  co-operation  at  least  for  the  immediate  future,  does  not 
seem  to  be  promising  for  the  simple  reason  that  neither  trade,  nor  industry, 
nor  investment  is  an  agreed  area  of  co-operation  under  SAARC.  Reports  sug- 
gest that  while  some  SAARC  member  states  have  reservations  against  incor- 
porating these  into  the  IPA,  others  tend  to  support  gradual  inclusion  of  these 
core  areas  under  the  agenda  of  SAARC  co-operation.  Notwithstanding  the 
arguments  at  either  end,  the  fact  remains  that  the  areas  are  at  best  only  at  the 
level  of. informal  consideration  of  member-states.  Hence,  in  all  likehhood,  in- 
stitutional co-operation  between  SAARC  and  ASEAN  in  the  field  of  trade,  in- 
dustry and  investment  will  have  to  be  deferred  till  such  time  as  these  are  in- 
cluded in  the  IPA  of  SAARC.  In  the  recently  held  Bangalore  Summit  a  Bangla- 
desh proposal  to  establish  a  multi-sectoral  investment  institution  has  been 
generally  endorsed  by  all  member  states.  Bangladesh  is  expected  to  prepare  a 
concept  paper  soon.  It  will  be  premature  to  comment  on  the  possibility  of  par- 
ticipation of  external  sources  in  such  an  institution  as  and  when  it  is  given  a 
concrete  shape.  Such  a  possibility  may  however,  not  be  ruled  out  altogether.  In 
any  case,  SAARC-ASEAN  co-operation  in  investment  is  far  from  being  an 
item  of  the  agenda  for  the  present  stage. 


Co-operation  in  Production  and  Infrastucture 

A  cursory  look  at  Table  2  would  suggest  that  there  are  some  areas  of  ac- 
tivities in  which  given  the  political  will  on  both  the  sides  there  is  a  wide  scope 
of  co-operation  between  SAARC  and  ASEAN.  These  include  agriculture. 
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rural  development,  meteorology,  transport  and  telecommunications,  science 
and  technology,  health  and  population,  postal  services,  and  sports,  arts  and 
culture.  Co-operation  in  these  areas  should  obviously  involve  a  wide  variety  of 
actions  ranging  from  exchange  of  information,  expertise  and  know-how,  the 
holding  of  seminars,  workshops,  sharing  of  services  on  particular  sectors,  to 
under-taking  of  projects  and  joint  ventures  for  co-operation  for  mutual 
benefit.  In  the  field  of  agriculture  and  rural  development,  for  example,  besides 
exchange  of  information,  expertise  and  experience  there  may  be  multilateral 
joint  ventures  in  food  production  and  security,  crop  protection  measures, 
rural  infra-structure,  livestock  fisheries  and  forestries  development.  There 
may  be  joint  efforts  in  the  production  of  fertilisers,  pesticides  and  exchange  of 
experiences  in  extension  services,  research  and  development,  covering  such 
areas  as  soil  research,  disease  control  and  improved  varieties  of  crops,  the  en- 
tire area  of  post-harvest  operations,  including  storage  and  in  the  development 
of  agrobased  industry.  Joint  ventures  in  human  resource  development  and  the 
utilisation  at  both  skilled  and  un-skilled  level  can  also  be  another  vital  area  of 
co-operation.  It  may  be  noted  that  human  resource  development  is  one  of  the 
main  areas  of  ASEAN's  co-operation  with  Pacific.  As  Drug  Trafficking  and 
Abuse  have  now  been  endorsed  as  an  area  of  SAARC  co-operation,  there  will 
be  scope  of  collaboration  between  the  two,  particularly  since  ASEAN  has 
already  achieved  considerable  experience  in  this  area.  One  particular  area  of 
interest  for  both  the  associations  appears  to  be  co-operation  in  international 
economic  issues.  ASEAN  countries  have  been  co-operating  among  themselves 
fruitfully  on  this  area.  In  the  recently  held  Bangalore  Summit  the  SAARC 
member-states  have  agreed  to  institutionalise  their  meetings  with  a  view  to  co- 
ordinating their  views  and  positions  on  major  international  economic  issues 
prior  to  all  important  multilateral  deliberations.  It  appears  that  consultative 
meetings  of  ASEAN  and  SAARC  may  also  take  place  without  much  difficulty 
with  a  view  to  co-ordinating  SAARC-ASEAN  strategies  on  matters  of  mutual 
interest. 

Ground  Rules  for  SAARC-ASEAN  Co-operation 

It  is  obvious  that  any  institutional  co-operation  between  SAARC  and 
ASEAN  should  be  preceded  by  comprehensive  elaboration  of  the  mode  of  co- 
operation, the  exact  nature  and  extent  as  well  as  their  implications,  both  finan- 
cial and  organisational  as  much  as  of  the  impacts  ~  specially  the  inter-country 
distributive  impact  within  a  particular  association.  It  can  hardly  be  over- 
emphasised that  inter-regional  co-operation  between  SAARC  and  ASEAN 
should  necessitate  an  indepth  study  on  each  individual  area  of  prospective  co- 
operation perhaps  by  SAARC-ASEAN  joint  consultative  groups. 

It  should  be  mentioned  that  the  work  of  such  consultative  groups  must  be 
guided  by  certain  ground  rules.  Firstly,  SAARC-ASEAN  co-operation  should 
be  for  mutual  benefit.  To  elaborate,  ASEAN  may  look  at  SAARC  as  a  depen- 
dable and  profitable  market  for  its  exportables  as  much  as  SAARC  may  look 
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at  ASEAN  as  an  attractive  buyer  of  its  goods,  in  both  cases  on  terms  com- 
parable to,  If  not  favourable  than,  other  sources.  These  apparently  diverging 
interests  should  mutually  interact  so  that  each  side  is  assured  of  mutual 
benefit. 

Secondly,  co-operation  between  SAARC  and  ASEAN  can  be  mutually 
beneficial  if  the  focus  is  on  those  socio-economic,  cultural  and  technical  areas 
which  are  already  in  the  agenda  of  SAARC  co-operation. 

Thirdly,  co-operation  between  SAARC  and  ASEAN  should  not  intrude  on 
the  member-states'  existing  relations  and  linkages  bilateral  and  multilateral. 

And  finally,  co-operation  should  take  the  form  of  specific  projects  and 
ventures  which  would  yield  tangible  benefits.  Such  co-operative  ventures 
should  also  be  complementary  rather  than  competitive  to  existing  bilateral  and 
multilateral  arrangements  for  co-operation,  specially  those  under  the  aegis  of 
UN,  ESCAP,  Group  of  77  and  UNCTAD. 


Appendix  I 

SAARC  AND  ASEAN  MEMBER-STATES:  BASIC  INDICATORS 


Variables 


Member-State 

Population 

Area 

GDP 

GNP  Per.  Cap. 

Annual  Growth  Rate 

Total  Outstanding  Debt 

(millions/ 

(thousand 

(US  Dollars 

(US$  1984) 

GDP  (%) 

GNP  ("yo) 

US$  million  (1984) 

mid- 1984) 

sq.  km) 

billion/1984) 

1973-1984 

1965-1984 

SAARC  Group 

Bangladesh 

98.1 

144 

12.32 

130 

5.0 

0.6 

5,154 

Bhutan 

1.2 

47 

O.Il 

120 

India 

749.2 

3,288 

162.28 

260 

4.1 

1.6 

25,014 

Maldives 

0.2 

0.02 

470 

Nepal 

16.1 

141 

2.29 

160 

3.1 

0.2 

427 

Pakistan 

92.4 

804 

27.73 

380 

5.6 

2.5 

9,979 

Sri  Lanka 

15.9 

66 

5.43 

360 

5.2 

2.9 

2,464 

Sub-total  (SAARC) 

973.1 

4,490 

210.18 

43,038 

ASEAN  Group 

Brunei 

0.2 

6 

22,000 

Indonesia 

158.9 

1,919 

80.59 

540 

6.8 

4.9 

26,683 

Malaysia 

.  15.3 

330 

29.28 

1,980 

7.3 

2.6 

Philippines 

53.4 

300 

32.84 

660 

4.8 

2.6 

14,135 

Singapore 

2.5 

1 

18.22 

6,330 

8.2 

6.2 

Thailand 

50.0 

514 

41.96 

860 

6.8 

4.2 

10,936 

Sub-total  (ASEAN) 

280.3 

3,070 

202.89 

51,754 

Total  (SAARC  +  ASEAN)       1,253.4  7,560 


Source:  World  Bank,  World  Development  Report  1986,  Tables  No.  1,  3,  17. 
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Appendix  II 

SAARC  AND  ASEAN  MEMBER-STATES:  STRUCTURE  OF  PRODUCTION  (1984) 


GDP  Distribution  of  Gross  Domestic  Product  (Per  cent) 

Member  States  (millions  of  dollars)  Agriculture        Industry         Manufacturing  Services 


SAARC 

1.  Bangladesh 

12,320 

48 

12 

39 

2.  Bhutan 

3.  India 

162,280 

35 

27 

15 

38 

4.  Maldives 

5.  Nepal 

2,290 

56 

12 

4 

32 

6.  Pakistan 

27,730 

■• 

24 

29 

20 

47 

7.  Sri  Lanka 

5,430 

28 

26 

14 

46 

ASEAN 

1.  Brunei 

2.  Indonesia 

80,590 

26 

40 

34 

3.  Malaysia 

29,280 

21 

35 

19 

44 

4.  Philippines 

32,840 

25 

34 

25 

41 

5.  Singapore 

18,220 

1 

39 

25 

60 

6.  Thailand 

41,960 

20 

28- 

52 

Source:   World  Bank,  World  Development  Report  1986,  Table:  3. 


Appendix  III 

SAARC  AND  ASEAN  MEMBER-STATES:  STRUCTURE  OF  MERCHANDISE  EXPORTS 


Percentage  Share  of  Merchandise  Exports  (1983) 

Value  of 
Manufactured  Exports 
(millions  of  dollars)  1983 

Member  States 

Fuels, 
minerals 
&  metals 

Other 
Primary 
Commodities 

Textile 

and 
clothing 

Machinary 

and 
transport 
equipment 

Other 
manufac- 
tures 

SAARC 

1,  Bangladesh 

2.  Bhutan 

4 

35 

48 

2 

12 

485 

3.  India 

4.  Maldives 

18 

29 

14 

7 

31 

5,080 

5.  Nepal 

6.  Pakistan 

7.  Sri  Lanka 

5 
2 
10 

43 
34 
60 

28 
50 
19 

1 
1 
1 

23 
13 
9 

45 
1,964 
314 

ASEAN 

1.  Brunei 

2.  Indonesia 

3.  Malaysia 

4.  Philippines 

5.  Singapore 

6.  Thailand 

80 
33 
13 
31 
6 

12 
43 
36 
13 

62 

1 
2 

7 
4 

11 

1 

14 
3 

31 

6 

6 
6 
38 
22 

13 

1,618 
3,965 
2,534 
12,388 
2,038 

Source:    World  Bank,  World  Development  Report  1986,  Tables:  10  and  13. 
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Appendix  IV 

SAARC  AND  ASEAN  MEMBER-STATES:  STRUCTURE  OF  MERCHANDISE  IMPORTS 


Percentage  Share  of  Merchandise  Imports  (1983) 


iwcmbcr  Ststcs 

Food 

Fuels 

Other  Primary 

Machinery  and 

Other 

Commodities 

transport  equipment 

manufactures 

SAARC 

1.  Bangladesh 

20 

11 

11 

23 

36 

2.  Bhutan 

3.  India 

7 

37 

6 

17 

32 

4.  Maldives 

5.  Nepal 

15 

11 

4 

15 

56 

6.  Pakistan 

14 

28 

6 

26 

25 

7.  Sri  Lanka 

17 

24 

3 

26 

31 

ASEAN 

1.  Brunei 

2.  Indonesia 

8 

25 

5  ■ 

35 

28 

3.  Malaysia 

9 

14 

5 

44 

28 

4.  Philippines 

8 

27 

5 

21 

39 

3.  Singapore 

7 

31 

6 

30 

26 

6.  Thailand 

4 

24 

8 

29 

35 

Source:   World  Bank,  World  Development  Report  19S6,  Table:  11. 

Appendix  V 

SAARC  AND  ASEAN  MEMBER-STATES:  DIRECTION  OF  TRADE  (1983) 

MANUFACTURED  EXPORTS 

Destination  of  Manufactured  Exports  (percentage  of  total) 

Member  States 

Indusrial  Market 

East  European 

High  Income 

Developing 

Economies 

Non-market 

Oil  Exporters 

Economies 

Economies 

SAARC 

1.  Bangladesh 

48 

6 

1 

45 

2.  Bhutan 

3.  India 

51 

23 

7 

19 

4.  Maldives 

5.  Nepal 

36 

3 

61 

6.  Pakistan 

41 

5 

21 

33 

7.  Sri  Lanka 

87 

1 

13 

ASEAN 

I.  Brunei 

2.  Indonesia 

42 

7 

52 

3.  Malaysia 

63 

0 

1 

35 

4.  Philippines 

77 

2 

21 

5.  Singapore 

48 

1 

6 

44 

6.  Thailand 

60 

9 

31 

Source:  World  Bank,  World  Development  Report  I9S6,  Table:  13. 
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Appendix  VI 

SAARC  AND  ASEAN  MEMBER-STATES:  DIRECTION  OF  TRADE  (1984) 

(Merchandise  Exports) 


Destination  of  Merchandise  Exports  (percentage  of  total) 


Member-States 


Industrial  Mari(et 
Economics 


East  European 
Non-mar  Icet 
Economies 


High  Income 
Oil  Exporters 


Developing 
Economies 


SAARC 

1.  Bangladesh 

2.  Bhutan 

3.  India 

4.  Maldives 

5.  Nepal 

6.  PaJcistan 

7.  Sri  Lanka 


51 

59 

21 
47 
45 


6 
15 


17 
6 


41 

20 

79 
31 
43 


ASEAN 

1.  Brunei 

2.  Indonesia  73 

3.  Malaysia  52 

4.  Philippines  78 

5.  Singapore  45 

6.  Thailand  56 


1  1  26 

0  1  47 

2  1  18 
2  6  48. 

1  5  38 


Source:   World  B^ik,  fVorld  Development  Report  1986,  Table:  12. 


The  Pacific  Islands  and  ASEAN: 
Prospects  for  Inter-Regional  Co-operation 


Pamela  Takiora  Ingram  PRYOR 


INTRODUCTION 

The  potential  for  inter-regional  co-operation  between  the  Pacific  Islands 
region  and  ASEAN  was  first  explored  as  part  of  a  study  of  Regional  Co- 
operation launched  by  the  Pacific  Islands  Development  Programme  of  the 
East- West  Center  in  1981.  A  workshop  on  regional  co-operation  held  in  Apia, 
Western  Samoa,  among  other  things,  discussed  the  potential  for  inter-regional 
co-operation  between  the  Pacific  Islands  region  and  ASEAN  and  since  then 
the  South  Pacific  Bureau  for  Economic  Co-operation  (SPEC)  has  continued  to 
explore  co-operative  activities. 

This  paper  reviews  the  structure  and  organisation  of  Pacific  Islands 
i      regional  organisations  and  ASEAN,  reviews  the  efforts  for  inter-regional  co- 
operation between  the  two  regions  made  to  date,  and  presents  some  of  the 
sources  of  stress  for  inter-regional  co-operation. 

REGIONAL  CO-OPERATION  IN  THE  PACIFIC  ISLANDS 

Although  there  are  many  regional  non-governmental  organisations  in  the 
Pacific  Islands  region  (some  estimate  approximately  250  to  300),  there  are  only 
two  major  governmental  regional  organisations.  These  are  the  South  Pacific 
Commission  (SPC)  and  the  South  Pacific  Forum  (Forum).  Under  the  umbrella 
of  the  Forum  are  several  functional  regional  organisations:  the  Pacific  Forum 
Line  (PFL),  the  South  Pacific  Forum  Fisheries  Agency  (FFA)  and  the  South 
Pacific  Bureau  for  Economic  Co-operation  (SPEC).  (See  table  1) 

Presented  to  the  Workshop  on  "ASEAN  and  the  Pacific  Islands,"  Resource  Systems  Institute, 
East  West  Center,  Honolulu,  Hawaii,  September  1987.  Pamela  Takiora  Ingram  Pryor  is  Executive 
Director,  Pacific  Islands  Association. 
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Table  1 


STRUCTURE  OF  THE  SOUTH  PACIFIC  FORUM  (1987) 


SOUTH  PACIFIC  FORUM* 


SPEC  Committee 


 1 

Forum  Fisheries  Committee 


Pacific  Forum 
Line  (PFL) 


South  PaclTic 
Bureau  for 
Economic  Co-operation 
(SPEC) 


Forum  Fisheries 
Agency  (FFA) 


Finance  &  Administration  ■ 


I  

Energy 


Management  &  Secretariat 


Economic  &  Aid 


 1 

Transport 


Legal  &  Political 


I 

SPTDP 
Telecommunications 


Trade 


L  ^  ^  _  ,  J 


South  Pacific  Regional 

Shipping  Council 
(Ministerial  Council) 


South  Pacific  Regional 
Civil  Aviation  Council 
(Ministerial  Council) 


r 

South  Pacific  Regional 
Environmental  Program 
(Jointly  with  SPC) 


•Member  countries  as  of  August  1987:  Australia,  Cook  Islands,  Federated  States  of  Micronesia,  Fiji,  Kiribati,  Marshall  Islands, 
Nauru,  New  Zealand,  Niue,  Papua  New  Guinea,  Solomon  Islands,  Tonga,  Tuvalu,  Vanuatu,  Western  Samba. 


Regional  organisations  have  been  a  prominent  feature  of  post-World  War 
II  international  relations.  The  formation  of  the  European  Economic  Com- 
munity in  1958  was  concernetJ  with  economic  integration  and  with  the  gradual 
transfer  of  power  to  a  supra-national  authority.  Pacific  Islands  regionalism  is 
similar  to  European  regionalism  in  the  sense  that  the  organisations  are 
primarily  concerned  with  promoting  economic  co-operation.  However,  unlike 
the  EEC,  the  Pacific  Island  states  are  not  attempting  political  integration  by 
transferring  power  to  a  supra-national  authority  or  creating  a  federation  (Fry 
1979) 

One  of  the  main  reasons  for  regional  co-operation  is  poHtical  security. 
Regional  co-operation  is  also  supported  by  most  nations  because  they  believe 
that  a  multilateral  approach  to  political  and  economic  issues  will  resolve  some 
of  their  domestic  problems.  It  is  believed  that  regionalism  will  lessen  the  like- 
lihood of  neighbourly  conflict  and  maximise  national  development  by  ex- 
tending economic  boundaries.  (Indorf  1984) 

In  the  Pacific  Islands  region,  co-operation  is  recognised  as  a  desirable  and 
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necessary  step  to  ensure  the  survival  of  some  of  the  self-governing  and  in- 
dependent nations.  (Herr  1980)  The  need  for  political  and  military  alliances  is 
becoming  more  critical  for  the  Pacific  Island  states.  After  the  ANZUS  Agree- 
ment was  signed  in  1951.  (a  military  alliance  agreement  amongst  AustraUa, 
New  Zealand  and  the  United  States),  the  Pacific  Islands  believed  that  this 
agreement  conferred  some  residue  of  collective  security  on  the  region,  even 
though  they  were  not  involved  with  it.  However,  since  the  rupture  in  the 
agreement  between  the  United  States  and  New  Zealand  with  its  anti-nuclear 
policies  and  its  refusal  to  allow  nuclear  powered  ships  into  it's  ports  (New 
Zealand  is  no  longer  a  participant)  the  Pacific  Island  states  perceive  a  greater 
need  to  deal  with  their  own  security  collectively.  This  is  being  achieved  through 
the  South  Pacific  Forum. 

It  is  clear  that  the  Pacific  Island  countries  are  entering  into  an  era  of 
greater  regional  co-operation.  It  is  not  clear  yet  what  form  and  structure  the 
co-operative  entities  will  take,  nor  are  the  objectives  always  clearly  defined. 

The  Pacific  Islands  region  has  a  total  population  of  only  5  million.  With 
the  exception  of  Papua  New  Guinea  and  Fiji,  the  land  masses  of  the  Pacific 
Islands  are  small  and  the  natural  resources  limited.  However,  while  vast  stret- 
ches of  ocean  between  islands  and  countries  make  transportation  and  com- 
munications more  difficult  and  costly,  this  same  ocean  may  provide  the  most 
valuable  natural  resources  for  most  island  countries.  The  potential  of  fisheries, 
aquaculture  and  minerals  development  in  the  Pacific  is  promising,  especially 
after  an  initial  period  of  exploration  and  technology  development. 

It  is  recognised  that  there  are  several  variables  that  are  important  for  the 
development  of  regional  co-operation.  These  are:  (1)  external  threat;  (2)  inter- 
nal stability;  and  (3)  economic  development.  (Solidum  1974). 

All  three  variables  exist  in  the  ASEAN  region  and  in  the  Pacific  Islands 
region.  ASEAN  is  strategically  important  to  the  non-communist  Pacific  rim 
powers  and  the  Pacific  Islands  also  encompass  a  strategically  important  area. 
The  post-World  War  II  strategic  significance  of  some  of  the  Pacific  Islands  is 
evidenced  by  the  use  of  some  of  the  islands  by  world  powers  for  defence  pur- 
poses. For  instance,  since  1962  the  United  States  has  maintained  a  missile 
testing  range  in  Kwajalein  in  the  Marshall  Islands.  Also,  in  the  mid-1960's 
Guam  was  used  by  the  U.S.  as  the  base  for  B-52  bombing  of  Vietnam.  (Maiava 
1982)  Since  1963  France  has  conducted  tests  of  nuclear  weapons  in  Mururoa, 
French  Polynesia,  which  they  claim  is  essential  for  French  national  defence. 

Soviet  presence  in  the  Pacific  Islands  has  also  increased,  initially  with 
trawlers  and  scientific  vessels  plying  Pacific  waters,  and  more  recently  through 
fisheries  agreements  with  first  Kiribati  and  now  Vanuatu  (which  includes  shore 
based  facilities).  By  1976  the  Soviets  had  established  diplomatic  relations  with 
the  Tongan  and  Western  Samoa  governments  and  the  Soviet  Ambassador 
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reportedly  offered  Tonga  economic  assistance  in  exchange  for  port  facilities 
for  the  Soviet  fishing  fleet.  In  1978  the  Soviets  entered  into  negotiations  for 
fishing  licenses  with  the  Cook  Islands. 

The  Australian  and  New  Zealand  governments  reacted  to  these  Soviet  over- 
tures by  increasing  aid  to  the  region  and  offering  other  assistance.  They 
recognised  that  the  lines  of  communication  with  Australia's  major  trading 
partner  Japan,  and  with  its  major  ally,  the  U.S.  run  through  the  region  and 
could  be  at  risk.  (Maiava  1982) 

More  recently  the  United  States  has  reacted  to  the  Soviet  presence  by  pro- 
viding more  aid  for  fisheries  projects,  and  by  signing  a  multilateral  fisheries 
access  treaty  in  April  1987.  This  treaty  (which  is  the  result  of  10  rounds  of 
negotiations)  has  been  signed  by  12  nations  and  covers  14  Pacific  Island  na- 
tions. It  will  provide  US$60  million  in  aid  and  fees  over  a  five  year  period.  The 
treaty  will  help  improve  America's  standing  in  the  region  which  had  plunged  to 
unprecedented  depths. 

Unlike  some  of  the  ASEAN  countries.  Pacific  Island  countries  do  not  have 
border  disputes  with  one  another  as  an  obstacle  to  regional  co-operation.  The 
region  has  enjoyed  over  four  decades  of  peace  with  a  two  significant  excep- 
tions. The  violence  associated  with  the  indigenous  Kanak  struggle  for  in- 
dependence from  France  in  New  Caledonia  and  the  recent  military  coup  d'etat 
in  Fiji  are  the  exceptions  and  have  contributed  to  regional  instability. 

Political  development  in  the  region  has  been  significant  during  this  period 
with  most  island  groups  having  attained  independence  or  self-government, 
although  some  colonial  territories  still  exist.  The  Pacific  Islands  region  covers 
a  vast  area  of  the  globe  and  with  the  now  recognised  200  mile  Exclusive 
Economic  Zone  (EEZ's),  the  Pacific  Islands  as  a  region  forms  a  formidable 
political  and  economic  unit. 

Although  there  are  great  differences  between  the  ASEAN  countries  and  the 
Pacific  Islands  region,  there  are  some  common  elements.  The  countries  of 
these  two  regions  are  developing  countries.  Some  are  more  developed  than 
others  both  intra-regionally  and  inter-regionally.  Also,  in  some  cases  they  have 
shared  colonial  histories.  Most  significantly,  together  they  have  the  ability  and 
potential  of  political  and  economic  control  over  a  tremendous  area  of  the 
globe. 

Now  that  the  majority  of  the  Pacific  Islands  are  independent  or  self- 
governing,  they  recognise  a  growing  need  for  regional  co-operation.  The 
islands  are  breaking  away  from  giving  priority  to  the  political  and  economic 
mterests  of  their  former  colonial  powers.  The  Pacific  Islands  region  wants  all 
major  powers  to  respect  the  sovereignty  and  territorial  integrity  of  the  small 
Pacific  Islands  states.  More  and  more  their  approach  to  foreign  relations  is 
one  of  "selective  engagement."  (Wingti,  Asiaweek,  August  1987) 
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REVIEW  OF  PACIFIC  ISLANDS  REGIONAL  ORGANISATIONS 

The  South  Pacific  Commission  (SPC) 

Colonial  regional  co-operation  in  the  Pacific  Islands  began  with  post- 
World  War  II  moves  by  Australia  and  New  Zealand  to  establish  a  welfare 
commission  in  1944.  Part  of  the  motivation  for  this  desire  to  unite  the  islands 
was  to  provide  an  alliance  on  Australia's  northern  and  eastern  flanks.  After 
three  years  of  negotiations,  in  1947  a  treaty  was  signed  by  Australia,  France, 
Great  Britain,  the  Netherlands,  New  Zealand  and  the  United  States. 

To  encourage  and  strengthen  international  co-operation  in  promoting  the  economic  and  social 
welfare  and  advancement  of  the  peoples  of  the  son-self-governing  territories  in  the  South 
Pacific  region,  administered  by  them. 

This  treaty,  known  as  the  Canberra  Agreement,  created  the  South  Pacific 
Commission  (SPC)  as  a  functional  colonial  institution  without  pohtical 
powers  which  provided  advice  to  the  administering  authorities.  The  treaty 
established  the  boundaries  of  the  region  for  the  first  time.  It  included  all  the 
islands  west  of  Pitcairn  to  West  New  Guinea  and  from  Norfolk  in  the  south  to 
the  Gilbert  Islands  (now  Kiribati)  in  the  north.  In  1951  Guam  and  the  Trust 
Territory  of  the  Pacific  Islands  (now  Palau,  Federated  States  of  Micronesia, 
and  the  Marshall  Islands)  were  added  and  in  1962  West  New  Guinea  was  de- 
leted from  the  region. 

The  South  Pacific  Conference,  which  was  a  gathering  of  Pacific  Islanders 
that  met  once  every  three  years,  was  established  by  the  Canberra  Agreement  as 
an  advisory  body  to  the  SPC.  For  the  first  time  Pacific  Islanders  had  an  oppor- 
tunity to  discuss  issues  of  mutual  interest.  The  movement  for  decolonisation  in 
the  1950's  put  pressure  on  the  SPC  to  localise. 

It  has  been  argued  that  the  real  beginning  of  "indigenous  regionalism"  (a 
term  used  to  distinguish  the  commitment  of  indigenous  Pacific  Islanders  from 
that  of  the  colonial  powers)  occurred  in  1965  when  Ratu  Mara,  then  a  leading 
pohtical  figure  in  dependent  Fiji,  led  a  "rebellion"  against  colonial  power 
supremacy  at  the  SPC  Conference  in  Lae,  Papua  New  Guinea.  (Fry  1979) 
After  Western  Samoa  became  the  first  territory  to  become  independent  in 
1962,  it  was  allowed  to  accede  to  the  Canberra  Agreement  in  1965.  The  Pacific 
Islanders  pressured  the  SPC  to  hold  an  annual  meeting  of  the  Conference,  to 
allow  a  Pacific  Islander  to  chair  the  Conference,  and  to  allow  the  Conference 
to  examine  and  review  the  work  programme  of  the  SPC:  By  1970  the  SPC  had 
a  Pacific  Islander  as  the  Secretary-General  (a  Western  Samoan)  and  the  Con- 
ference had  a  major  voice  in  the  work  programme. 

However,  members  of  the  SPC  were  not  permitted  to  discuss  political 
issues.  The  Pacific  Island  representatives  felt  a  need  to  discuss  issues  such  as 
the  French  nuclear  tests  at  Mururoa  which  were  an  embarrassment  even  then 
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to  the  metropolitan  powers.  A  showdown  at  the  Conference  in  September 
1970  in  Suva  over  the  political  issue  led  to  the  establishment  of  the  South 
Pacific  Forum.  The  SPC  continued  its  policy  of  prohibition  of  political  discus- 
sion, at  the  insistence  and  intransigence  of  France,  the  United  States  and  Great 
Britain  over  the  issue. 

Since  then,  the  influence  and  importance  of  the  SPC  has  continued  to 
decrease  and  a  major  review  of  the  structure  of  the  SPC  was  undertaken.  By 
1974  a  memorandum  of  understanding  was  signed  which  significantly  merged 
the  SPC  and  the  Conference.  Another  review  in  1976  completed  the  merger, 
however,  political  debate  was  still  prohibited.  As  a  result  the  Committee  of 
Representatives  of  Governmental  Organisations  (CRGO)  meets  twice  a  year  to 
review  the  budget  and  work  programme  and  the  South  Pacific  Conference 
meets  once  a  year  to  discuss  and  approve  them. 


Establishment  of  the  South  Pacific  Forum 

As  a  direct  result  of  the  disagreement  over  political  discussion  in  the  South 
Pacific  Conference,  dissatisfied  Pacific  Island  leaders  created  the  South 
Pacific  Forum.  Heads  of  government  from  the  Cook  Islands,  Fiji,  Nauru, 
Tonga  and  Western  Samoa  first  met  with  AustraUa  and  New  Zealand  in  Wel- 
lington in  August  1971,  and  by  September  1972  the  Forum  was  estabhshed. 

The  delegates  to  the  first  Forum  concentrated  on  trade,  shipping,  tourism 
and  education,  although  the  French  nuclear  testing  issue  was  also  discussed. 
Economic  matters  were  of  the  highest  importance  and  were  reflected  in  the 
decision  to  arrange  a  meeting  of  trade  officials  to  examine  "the  possibility  of 
establishing  an  economic  union  for  the  area."  The  Committee  on  South 
Pacific  Trade  met  in  1971  and  recommended  the  establishment  of  the  South 
Pacific  Bureau  for  Economic  Co-operation  at  the  second  Forum  meeting  in 
1972. 

The  Forum  has  developed  as  a  political  and  economic  organisation  which 
meets  annually.  The  Heads  of  Government  review  the  progress  of  the  previous 
year  presented  to  them  by  the  secretariat,  the  South  Pacific  Bureau  for 
Economic  Co-operation  (SPEC)  which  is  based  in  Suva,  Fiji.  The  Forum 
meetings  are  private  sessions  that  are  closed  to  the  public  who  is  informed  of 
developments  through  the  Forum  Communique  which  is  issued  at  the  close  of 
each  meeting. 

Membership 

There  were  originally  7  members  of  the  Forum,  however  since  1972  Kiri- 
bati, Nine,  Papua  New  Guinea,  the  Solomon  Islands,  Tuvalu,  Vanuatu,  joined 
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the  Forum  as  they  became  independent,  bringing  the  total  to  13  members  In 
1987  the  Federated  States  of  Micronesia  and  the  Marshall  Islands,  after  several 
years  as  observers,  have  become  full  members,  now  that  they  have  achieved 
their  new  political  status.  This  brings  the  total  membership  to  15,  which  en- 
compasses all  the  major  island  entities. 

When  Palau  finalises  its  Compact  of  Free  Association,  it  can  be  expected 
to  apply  for  membership.  The  only  remaining  islands  groups  that  cannot 
become  members  because  of  their  colonial  status  are  Guam,  American  Samoa 
and  Northern  Marianas  (territories  and  commonwealth  of  the  United  States); 
French  Polynesia,  Wallis  &  Futuna,  and  New  Caledonia  (territories  of 
France),  and  Easter  Island  (territory  of  Chile).  It  is  understood  that  should 
these  dependencies  become  independent,  they  also  can  apply  for  membership 
in  the  Forum. 

The  Forum  has  emerged  from  the  perception  of  being  a  "Commonwealth 
Club"  with  limited  membership  and  scope  and  initially  a  Polynesian  orienta- 
tion (Herr  1980)  to  a  rather  large  organisation  encompassing  all  the  major 
islands  in  the  Pacific. 


Decision  Making 

As  in  ASEAN,  decisions  of  the  Forum  are  made  by  consensus  or  negotia- 
tion. Decision-making  through  negotiations  is  "a  process  of  two  (or  more) 
parties  combining  their  conflicting  points  of  view  into  a  single  decision."  The 
outcome  is  the  modification  of  divergent  views  into  a  mutually  acceptable 
decision.  (Thambipillai  et  al.  1985) 

Sovereignty  is  regarded  by  Forum  members  as  paramount  arid  member 
country's  national  interests  are  taken  into  consideration  and  given  priority. 
The  consensus  model  of  decision-making  assures  equitable  sharing  in  pohcy 
making.  Like  ASEAN,  there  is  no  attempt  to  structure  and  network  of  com- 
mon policies  to  be  regulated  and  implemented  by  a  supra  national  authority. 
Regional  integration  is  not  the  goal. 


The  South  Pacific  Forum's  Foreign  Relations 

Since  the  establishment  of  the  Forum,  the  Pacific  Island  states  have 
engaged  in  joint  actions  to  influence  decisions  taken  outside  the  region  by 
other  countries  and  international  organisations.  There  are  several  prominent 
examples  of  this  collective  negotiating  where  the  presence  of  a  Pacific  bloc  was 
felt. 

The  first  instance  was  the  negotiation  for  EEC  aid  under  the  terms  of  the 
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Lome  Convention.  By  1974  three  states  had  qualified  for  membership  under 
the  Convention  --  Western  Samoa,  Fiji  and  Tonga.  They  adopted  the  collective 
approach  to  negotiations  and  were  successful  in  qualifying  for  aid.  As  a  result, 
SPEC  became  the  co-ordinator  of  EEC  aid  in  the  region.  The  same  approach 
was  adopted  for  Lome  II  in  1980  and  by  that  time  members  included  Papua 
New  Guinea,  Kiribati,  Tuvalu  and  the  Solomon  Islands.  The  same  approach 
has  also  been  taken  for  Lome  III. 

The  Law  of  the  Sea  Convention  provided  another  opportunity  for  Forum 
countries  to  adopt  a  common  position.  A  special  Law  of  the  Sea  Conference 
was  held  in  1974  to  develop  a  common  position  for  the  UN  Conference  in 
Caracas.  A  special  Forum  was  held  in  October  1976  at  which  the  Forum  issued 
a  joint  declaration  giving  it's  position. 

Another  international  issue  on  which  the  Forum  has  adopted  a  common 
position  is  their  opposition  to  French  nuclear  testing  at  Mururoa  in  French 
Polynesia.  Forum  meetings  frequently  called  for  an  end  to  the  tests. 

The  Forum's  South  Pacific  Nuclear  Free  Zone  Treaty  which  was  signed  in 
Rarotonga,  Cook  Islands  in  1985  came  into  force  in  May  1987.  This  is  another 
example  of  the  Forum's  collective  approach  to  foreign  relations.  The  nuclear 
weapon  states  (Britain,  France,  Peoples  Repubhc  of  China,  United  States  and 
the  USSR)  were  invited  to  sign  the  Protocols  to  the  Treaty.  China  and  the 
Soviet  Union  had  signed  the  protocols  to  the  Treaty,  while  Britain,  France  and 
the  USA  rejected  the  Protocols  and  refused  to  sign  them. 

Another  important  foreign  relations  issue  was  the  Forum's  South  Pacific 
Regional  Environment  Programme  Convention  (in  co-operation  with  the 
SPC)  in  1986.  In  this  case,  France,  the  US  and  Britain  accepted  the  Conven- 
tion's Articles  on  the  Dumping  at  Sea  of  Nuclear  Wastes,  and  France  accepted 
a  prohibition  on  pollution  arising  from  nuclear  testing. 

Since  1986  the  Forum  has  taken  a  strong  stand  in  their  support  of  the  in- 
digenous Kanak  population  in  their  struggle  for  the  decolonisation  of  New 
Caledonia.  For  the  first  time,  the  Forum  took  a  collective  approach  in  re- 
questing the  UN's  General  Assembly  to  re-inscribe  New  Caledonia  on  the  UN 
Committee  on  Decolonisation  in  1986. 


Organisation  and  Operation  of  SPEC 

The  Forum  Secretariat,  known  as  the  South  Pacific  Bureau  for  Economic 
Co-operation  (SPEC)  was  established  by  an  agreement  signed  in  Western 
Samoa  in  1973  and  is  based  in  Suva.  It  is  headed  up  by  a  Director  with  a  pro- 
fessional staff  of  approximately  28,  and  an  administrative  staff  of  24.  Since 
it's  inception  it  has  had  4  directors  (Table  2). 
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Table  2 

SPEC  DIRECTORS 


Years 

Name 

Country 

1972  to  1980 

Mahe  Tupouniua 

Tonga 

1980  to  1981 

Gabriel  Gris  (incomplete  term) 

Papua  New  Guinea 

1981  to  1982 

John  P.  Sheppard  (acting  director) 

Australia 

1982  to  1986 

Mahe  Tupouniua 

Tonga 

1986  to  present 

Henry  Naisali 

Tuvalu 

The  SPEC  Committee  reviews  the  work  programme  and  approves  the 
SPEC  budget.  The  Committee  is  made  up  of  officials  from  each  of  the 
member  countries,  usually  at  the  level  of  Secretary  of  Foreign  Affairs.  The 
SPEC  Committee  usually  meets  immediately  before  the  Forum  meeting  itself. 
In  1986  after  a  review  of  the  structure  of  SPEC,  the  SPEC  Committee  decided 
that  in  future  all  regional  bodies  reporting  to  the  Forum  (e.g.  the  FFA,  the 
USP)  should  do  so  through  the  Committee.  CCOP/SOPAC  has  approached 
the  Committee  with  a  request  to  develop  a  relationship  with  the  Forum  and  has 
been  asked  to  submit  a  report  to  the  next  pre-Forum  SPEC  Committee 
meeting. 

Annual  Consultations  of  SPEC,  SPC  and  FFA  are  held,  often  at  SPEC 
headquarters  and  SPC  and  FFA  are  observers  at  the  pre-Forum  and  Budget 
sessions  of  the  SPEC  Committee. 

The  total  SPEC  work  programme  budget  in  1986/1987  was  US$1.2 
million.  Australia  and  New  Zealand  each  contribute  one  third  of  the  budget 
and  the  remainder  is  contributed  jointly  by  island  country  members.  The  ma- 
jor projects  are  funded  by  extra-budgetary  contributions  which  amounts  to 
US$1.9  million  in  1987. 

Since  1986,  SPEC  has  been  organised  in  8  divisions:  Finance  and  Ad- 
ministration, Management  and  Secretariat,  Economic  and  Aid,  Energy,  Legal 
and  Political,  Trade,  Transport  and  Telecommunications  Divisions.  These 
divisions  represent  the  major  activities  of  SPEC. 


Pacific  Forum  Line  (PEL) 

One  of  the  Forum's  first  actions  was  to  establish  the  Pacific  Forum  Line 
(PFL)  in  1977.  The  PFL  actually  began  operations  in  1978  and  is  headquartered 
in  Apia,  Western  Samoa.  This  was  an  attempt  to  alleviate  the  severe  shipping 
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problems  that  the  region  was  experiencing  at  that  time. 

Although  it  operates  as  an  independent  regional  organisation,  the  PFL  was 
created  under  the  auspices  of  the  Forum  and  through  the  efforts  of  SPEC. 
(Fry  1979) 

Although  it  was  plagued  in  its  early  years  with  mounting  losses,  the  PFL 
has  resolved  at  least  some  of  the  shipping  problems  for  some  of  the  countries 
of  the  region.  By  1985-  the  PFL  reported  a  trading  profit  of  approximately 
US$1.6  million  with  favourable  prospects  for  continuing  profit  in  1986. 
(SPEC  Annual  Report  1986/1987) 

South  Pacific  Forum  Fisheries  Agency  (FFA) 

The  South  Pacific  Forum  decided  to  establish  a  regional  fisheries  agency  at 
the.  8th  Forum  in  Port  Moresby  in  1977.  The  South  Pacific  Forum  Fisheries 
Agency  (FFA),  which  was  established  in  1979,  has  the  following  functions: 

-  to  collect,  analyse,  evaluate"and  disseminate  relevant  statistical  and  biologi- 
cal information  on  living  marine  resources  in  the  region  and  in  particular 
the  highly  migratory  species; 

-  to  collect  and'  disseminate  relevant  information  concerning  management 
procedures,  legislation  and  agreements  adopted  by  other  countries; 

-  to  collect  and  disseminate  information  on  prices,  shipping,  processing  and 
marketing  of  fish  and  fish  products; 

-  to  provide  technical  advice  and  information,  assistance  in  the  development 
of  fisheries  policies  and  negotiations  and  assistance  in  licensing,  collection 
of  fees  and  matters  pertaining  to  surveillance  and  enforcement.  (South 
Pacific  Forum  Fisheries  Agency  Convention) 

FFA  also  operates  an  independent  regional  organisation  although  it  was 
created  under  the  auspices  of  the  Forum  and  through  the  efforts  of  SPEC. 


Structure  and  Membership  of  FFA 

By  1984,  the  FFA  Secretariat  was  established  in  Honiara,  Solomon  Islands 
with  a  Director  (from  Western  Samoa),  a  professional  staff  of  13,  and  support 
staff  of  10.  Total  recurrent  expenditures  for  1984  was  just  over  US$1  million. 
Contributions  to  the  budget  are  made  by  member  countries  and  member  coun- 
tries are  the  same  as  the  Forum.  In  addition,  FFA  has  country  observers  and 
organisational  observers. 

Until  recently,  the  Secretariat  was  responsible  to  the  Forum  Fisheries  Com- 
mittee who  reviews  the  budget  and  work  programme.  Now  this  Committee  has 
been  replaced  by  the  SPEC  Committee. 
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SOURCES  OF  STRESS  WITHIN  THE  FORUM 

There  are  several  important  factors  which  have  become  sources  of  stress 
within  the  Forum.  However,  although  these  issues  are  important,  they  are  not 
unique  to  this  region  and  cannot  at  this  time  be  construed  to  threaten  the 
existence  of  the  organisation.  These  sources  of  stress  are:  (1)  the  proposal  for  a 
Single  Regional  Organisation  (SRO),  especially  the  continued  existence  of  the 
SPC;  (2)  special  needs  of  the  small  island  countries;  (3)  internal  political  in- 
stability in  parts  of  the  region;  and  (4)  the  debate  about  who  benefits  most 
from  regional  organisations.  As  the  question  of  who  benefits  most  is  being 
dealt  with  in  another  paper,  it  will  not  be  reviewed  in  this  paper. 

Proposal  for  a  Single  Regional  Organisation  (SRO) 

As  a  result  of  the  colonial  experience  the  South  Pacific  Commission  was 
formed  in  1947  by  the  colonial  powers.  Since  the  breakaway  South  Pacific 
Forum  was  formed  in  1971  he  importance  of  the  SPC  has  declined  as  a 
regional  organisation  and  some  countries  have  proposed  the  merger  of  SPC 
programmes  with  Forum  programmes  and  the  elimination  of  the  SPC.  A 
Forum  review  of  regional  aid  arrangements  in  1976  "suggested  that  the  SPC 
commit  suicide  and  will  its  assets  to  SPEC."  (Herr  1980:9)  A  series  of  reviews 
of  the  two  agencies,  which  have  continued  since  1980  focus  on  the  issue  of  a 
"Single  Regional  Organisation"  or  SRO.  Several"  reports  and  studies  have 
been  presented  to  the  Forum  with  no  real  resolution. 

Perhaps  the  strongest  argument  in  the  past  against  the  elimination  of  the 
SPC  has  been  the  fact  that  95  per  cent  of  the  SPC's  budget  (approximately 
US$4  million)  originates  from  five  European  (metropolitan)  members.  Three 
of  these  states,  France,  the  United  Kingdom  and  the  United  States,  are  ex- 
cluded from  the  Forum.  It  has  been  argued  that  these  countries  cannot  be  ex- 
pected to  "contribute  at  the  same  level  to  a  regional  body  of  which  they  were 
not  m'embers"  (Herr  1980),  although  it  is  inconceivable  that  these  states  would 
withdraw  all  their  funding  from  the  region. 

Another  argument  for  maintaining  the  SPC  was  the  fact  that  the  SPC  en- 
compassed most  of  the  island  groups  of  the  region  thus  giving  it  more 
geographic  scope  than  the  Forum.  (Ibid.)  However,  now  that  15  of  the  major 
island  groups  are  Forum  members,  this  argument  is  no  longer  valid.  It  appears 
now  that  the  major  reason  for  maintaining  the  SPC  would  be  to  allow  France, 
the  United  Kingdom  and  the  United  States  to  continue  to  be  active  in  Pacific 
Island  regional  affairs. 

At  it's  meeting  in  1986  the  Forum  decided  that  the  issue  of  an  SRO  should 
continue  to  be  a  matter  for  its  attention  as  there  was  a  need  for  "rationalisa- 
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tion  of  the  many  organisations  serving  the  South  Pacific.  The  Forum  man- 
dated its  Foreign  Ministers  Committee  on  SRO  to  proceed  with  its  work  and 
report  to  the  18th  Forum."  (SPEC  Annual  Report  1986/1987) 

This  debate  over  the  SRO  issue,  among  other  issues,  has  led  to  a  division 
between  the  Melanesian  and  the  Polynesian  sub-regions.  The  Melanesians 
have  continued  to  push  for  an  SRO  and  one  country  has  even  announced  its  in- 
tention of  withdrawing  from  the  SPC. 

In  addition,  the  formation  of  the  "Melanesian  Bloc"  or  "Spearhead 
Group"  within  the  Forum  has  been  effective  in  pressuring  the  Forum  to  take 
certain  political  positions.  The  most  important  issue  to  date  has  been  the  deci- 
sion of  the  1986  Forum  to  support  "an  early  and  peaceful  transition  to  an  in- 
dependent New  Caledonia  in  accordance  with  the  innate  and  active  rights  of 
the  indigenous  people  and  in  a  manner  which  guarantees  the  rights  and  in- 
terests of  all  inhabitants  of  this  multi-racial  society."  Further,  the  Forum  took 
the  unprecedented  and  successful  step  of  pushing  for  the  reinscription  of  New 
Caledonia  on  the  list  of  Non-self-governing  Territories  of  the  United  Nations 
in  1986. 

Special  Needs  of  Smaller  Island  Countries 

In  an  effort  to  balance  the  inequities  of  benefits  to  the  Smaller  Island 
Countries  (SIC's),  the  Forum  has  taken  special  measures  to  assist  in  the 
development  of  those  of  its  member  states  classified  as  SIC's.  In  1987  the 
Forum  established  a  Smaller  Island  Countries  Funding  Facility  which  is  ad- 
ministered by  SPEC  funded  by  New  Zealand  (and  to  a  lesser  extent  Australia) 
at  a  level  of  US$250,000  per  year  for  the  next  three  years. 

The  Forum  also  urged  all  aid  donors  to  re-appraise  and  change  their  ap- 
proaches and  attitudes  "in  all  aspects  of  their  relationship  with  SIC's,"  and 
"to  bear  in  mind  the  very  special  needs  of  its  most  disadvantaged  members." 
(Eighteenth  South  Pacific  Forum  Communique  1987) 

Political  Instability  in  New  Caledonia  &  Fiji 

It  is  ironic  that  the  two  states  that  are  now  politically  unstable  internally  are 
the  very  states  in  which  the  two  regional  organisations,  the  SPC  and  SPEC 
have  their  regional  headquarters. 

When  major  violence  erupted  in  New  Caledonia  in  1984  over  the  in- 
digenous Kanak  struggle  for  independence  from  France,  there  was  some 
discussion  of  relocation  of  SPC  headquarters  to  Fiji  because  of  security 
reasons.  However,  this  did  not  happen  and  the  level  of  unresl  subsided, 
although  the  upcoming  referendum  in  September  on  the  future  political  status 


60 


THE  INDONESIAN  QUARTERLY,  XVI/ 1 


of  New  Caledonia  has  already  produced  demonstrations  and  subsequent  police 
brutality. 

Meanwhile,  the  military  coup  in  Fiji  which  took  place  in  May  1987  has  also 
raised  questions  about  the  ability  of  regional  organisations  to  function  under 
the  tight  security  measures  that  have  been  taken  by  the  interim  government. 
Over  the  years  Fiji  has  acted  as  host  to  several  major  regional  organisations 
who  set  up  offices  there  mainly  for  geographic  reasons  and  because  Fiji  was 
considered  politically  stable.  As  a  result  of  the  coup  and  subsequent  harrass- 
ment  of  international  travellers  by  the  interim  Fiji  government,  the  ability  of 
Fiji  to  continue  to  function  as  a  regional  centre  is  being  questioned. 


INTER-REGIONAL  CO-OPERATION  BETWEEN  ASEAN  AND  THE 
FORUM 

In  order  to  be  able  to  review  the  progress  and  possibilities  for  inter-regional 
co-operation  between  ASEAN  and  the  Forum,  it  is  first  necessary  to  give  a 
brief  overview  of  ASEAN,  even  though  this  has  been  dealt  with  in  more  detail 
by  other  speakers. 


The  Establishment  of  ASEAN 

During  the  decade  preceding  the  formation  of  ASEAN  in  1967,  leaders  of 
the  region  feU  the  need  for  regional  economic  co-operation  in  Asia.  There  was 
an  awareness  that  the  rate  of  economic  growth  would  depend  to  a  considerable 
degree  on  the  extent  of  regional  and  sub-regional  co-operation  that  could  be 
achieved  among  Asian  nations.  (Pryor  1982)  As  a  result,  ASEAN  was 
established  on  8th  August  1967  by  the  ASEAN  Declaration  which  was  signed 
by  the  Foreign  Ministers  of  Indonesia,  Malaysia,  the  Philippines,  Singapore 
and  Thailand.  In  January  1984,  after  it  became  a  fully  independent  nation, 
Negara  Brunei  Darussalam  (Brunei,  Abode  of  Peace)  became  the  sixth 
member  of  ASEAN.  On  the  eve  of  admission  to  ASEAN,  Brunei's  first 
foreign  minister  stated  that  Brunei's  membership  was  logical 
based  on  geographical  factors  and  historical  and  cultural  considerations.  He 
acknowledged  that  the  cultures  of  the  six  ASEAN  nations  "overlap  in  a  large 
measure."  (Siddique  1985) 

It  is  worthy  to  note  that  tlie  Declaration  is  brief  and  is  not  in  any  sense  a 
legal  treaty  as  was  the  case  in  East  Africa,  the  Treaty  of  East  Africa  Co- 
operation. (Gai  1982)  The  ASEAN  declaration  states  general  principles  and 
goals,  leaving  much  flexibility. 

The  main  goal  of  ASEAN  is  to  create  a  peaceful,  prosperous  and  resilient 
community  with  four  objectives:  (1)  to  accelerate  economic,  social  and 
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cultural  development;  (2)  to  promote  regional  peace  and  stability;  (3)  to  pro- 
mote collaboration  and  mutual  assistance  on  matters  of  common  interest;  and 
(4)  to  maintain  relationships  with  international  and  regional  organisations. 
(Solidum  1974) 

Although  Foreign  Ministers  from  each  country  meet  regularly  on  an  an- 
nual basis,  with  the  venue  rotated  each  year  among  the  six  member  countries, 
ASEAN  Heads  of  Government  have  also  met  twice,  in  1976  and  1977.  The  an- 
nual Ministerial  meeting  is  responsible  for  the  formulation  of  pohcy  and  the 
co-ordination  of  activities.  It  directs  the  Standing  Committee,  which  meets 
regularly  between  ministerial  meetings  in  one  of  the  six  capitals  on  annual 
rotation,  on  policy  decisions.  The  Standing  Committee  consists  of  the  Foreign 
Minister  of  the  host  country  as  Chairman  and  Ambassadors  of  the  other 
member  countries.  (See  Organisational  Structure  of  ASEAN,  Figure  1)  The 
ASEAN  Secretariat  was  established  in  Jakarta  in  1976  with  a  Secretary 
General  appointed  for  a  two-year  term  by  ASEAN  Foreign  Ministers.  The, im- 
pressive permanent  headquarters  in  Jakarta  was  opened  in  1981.  The 
Secretariat  is  responsible  for  facilitating  and  monitoring  progress  of  all 
ASEAN  activities  and  other  work  is  co-ordinated  at  the  national  level  by  na- 
tional ASEAN  Secretariats  within  each  of  the  foreign  ministries. 

Within  ASEAN,  decision-making  and  negotiations  are  carried  out  by 
specific  committees  and  groups  which  adopt  a  more  personalised  rather  than  a 
bureaucratic  approach.  ASEAN  follows  the  consensus  model  assuring  that 
each  party  gets  its  maximum  share  in  the  input  and  output  of  policy.  Like  the 
Forum,  most  ASEAN  meetings  and  negotiations  are  private,  and  limited  to  a 
few  people,  "rendering  the  others  ignorant  of  the  intricate  process."  (Tham- 
bipillai  1985) 

ASEAN  has  nine  committees  which  are  headquartered  in  the  capital  cities 
of  the  member  countries.  These  are: 


COMMITTEE 


Industry,  Minerals  &  Energy 
Food,  Agriculture  &  Forestry 
Transport  &  Communications 
Social  Development 
Science  &  Technology 
Trade  &  Tourism 
Finance  &  Banking 
Budget  &  Audit 
Culture  &  Information 


LOCATION 


Manila 

Jakarta 

Kuala  Lumpur 

Bangkok 

Singapore 

Singapore 

Bangkok 

ASEAN  Secretariat,  Jakarta 
Jakarta 


In  addition  to  the  co-operation  of  governments  in  ASEAN,  a  series  of  non- 
governmental (NGO's)  or  private  organisations  have  also  been  established.  By 
1980  there  were  approximately  31  of  these  ASEAN  NGO's.  These  organisa- 
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tions  have  been  established  spontaneously  and  cover  a  wide  variety  of  fields 
and  activities.  (Pryor  1982)  Although  they  identify  with  ASEAN  there  is  little 
formal  relationship  with  the  Secretariat.  These  NGO's  serve  a  very  important 
function  in  developing  informal  regional  relationships. 


Political  Co-operation 

Although  the  original  stated  objectives  of  ASEAN  did  not  include  political 
co-operation,  this  has  been  the  area  of  greatest  success.  Regionally  ASEAN 
has  created  a  cohesive  body  to  counter  external  threat,  and  the  member  coun- 
tries consult  with  each  other  on  foreign  policy. 

ASEAN  has  achieved  world-wide  recognition  on  the  political  front.  The 
Foreign  Ministers  of  Australia,  India,  Japan,  New  Zealand  and  the  Secretaries 

Figure  1 
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Source:   ASEAN  Year  Book  1980. 
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of  State  of  Canada  and  the  United  States  regularly  attend  the  Ministerial 
Meetings  as  observers  to  continue  dialogue  with  ASEAN.  Regular  fora  for 
economic  collaboration  with  these  developed  countries  results  in  more  aid  and 
assistance  programmes  and  also  builds  a  long-term  complementary  relation- 
ship which  contributes  to  the  growth  and  stability  of  the  region  as  a  whole. 

In  terms  of  foreign  aid,  ASEAN  has  been  very  successful  in  securing 
assistance  from  the  United  Nations,  the  US,  Japan,  Austraha,  New  Zealand 
and  Canada.  For  example,  in  1982  Japan  budgeted  38  per  cent  of  its  overseas 
development  aid  for  ASEAN  countries. 

The  main  reason  why  ASEAN  attracts  so  much  international  attention  and 
support  from  the  major  Pacific  powers  is  geopolitical.  The  ASEAN  countries 
form  the  major  non-communist  region  in  that  part  of  the  world.  The  Straits  of 
Malacca  is  Japan's  oil  lifeline  and  Soviet  naval  power  in  the  Straits  would  be 
devastating  to  Japan. 

Although  the  ASEAN  Declaration  does  not  constitute  a  military  pact,  the 
six  nations  have  concluded  a  "gentlemen's  agreement"  to  aid  one  another  in 
case  of  serious  attack.  For  example,  the  Vietnamese  invasions  of  Kampuchea 
in  1978  which  brought  200,000  communist  troops  to  ASEAN's  Thailand 
border  unified  ASEAN  even  further. 

The  first  agreement  between  ASEAN  and  another  regional  organisation 
was  the  Brussels  Declaration  which  resulted  from  the  ASEAN-EEC  Ministerial 
Meeting  in  1978.  It  set  a  historical  precedent  as  it  was  the  first  time  the  EEC 
had  dealt  with  another  regional  bloc  that  had  been  organised  with  similar  ob- 
jectives. The  Declaration  deals  with  the  establishment  of  political  relations  be- 
tween the  two  regional  groups  and  gives  details  of  areas  of  economic  co- 
operation between  them.  It  also  provides  for  financial  and  technical 
assistance. 


Economic  Co-operation 

•  Since  ASEAN  was  established  in  1967,  all  five  of  the  original  founding  na- 
tions have  achieved  phenomenal  economic  success  in  a  climate  of  regional 
stability  and  the  sixth  member,  Brunei  is  also  well  on  its  way.  However,  some 
observers  question  whether  this  economic  success  is  linked  with  the  original 
ASEAN  objectives.  They  note  that  multilateral  intra-associational  projects 
have  progressed  slowly  and  that  "intra-regional  progress  has  stagnated."  (In- 
dorf  1984)  "After  16  years  of  coasting  on  universal  acclaim,  the  momentum 
for  co-operation  shows  signs  of  decreasing.  The  reasons  for  this  apparent 
decline  in  regional  enthusiasm  are  cause  for  concern.  These  reasons  are  nas- 
cent nationalism,  divergent  economic  interests,  institutional  lethargy  and 
changing  foreign  policy  orientations.  Bilateral  constraints  remain  one  of  the 
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Strongest  impediments  to  regional  co-operation  in  Southeast  Asia  today." 
(Ibid.) 

Another  observer  notes  that  ASEAN  "hasn't  been  that  successful 
economically,  despite  much  talk."  (Griffin  1987)  "ASEAN  prides  itself  on 
being  the  only  successful  regional  organisation  of  developing  countries  in  the 
world.  And  it  has  been  a  political  success  in  dealing  with  the  big  powers." 
(Griffin  1987)  The  same  observer  noted  that  Asians  believe  in  gradualism  and 
are  more  pragmatic  than  some  others.  Unlike  other  who  are  legalistic  and 
believe  in  confrontation  (for  example  Latin  Americans  and  most  Anglos),  East 
Asians  most  often  believe  in  avoiding  confrontation  and  finding  a  consensus 
through  discussion.  (Ibid.)  These  are  some  of  the  key  reasons  why  ASEAN  has 
survived  while  similar  organisations  in  Africa  and  Latin  America  have  not. 
(Ibid.) 

It  appears,  therefore,  that  although  ASEAN  was  initially  established  to 
further  economic  co-operation,  its  achievements  in  this  area  are  limited. 
However,  its  success  in  political  co-operation  and  in  dealing  with  external 
powers  has  been  noteworthy.  ASEAN  has  grown  in  status  and  prestige  as  a 
visible  and  dynamic  organisation  in  international  affairs. 


Progress  of  Inter-Regional  Co-operation  between  ASEAN  and  the  South 
Pacific  Forum 

Inter-regional  co-operation  between  ASEAN  and  the  South  Pacific  Forum, 
through  its  secretariat  SPEC,  has  been  slow  but  steady. 

In  September  1980,  the  former  Secretary  General  of  ASEAN,  Datuk  Ali 
bin  Abdullah  visited  SPEC  in  Suva.  Discussions  were  held  principally  on  fur- 
thering relations  between  ASEAN  and  the  Forum.  He  noted  that  ASEAN 
countries  were  interested  in  establishing  closer  relations  with  the  South  Pacific 
region.  The  same  year,  the  SPEC  Director  visited  Kuala  Lumpur  and  Bangkok 
on  other  business  and  made  contact  with  the  ASEAN  national  secretariats  in 
those  countries  for  discussion. 

An  official  visit  to  the  ASEN  Secretariat  in  Jakarta  was  planned  for  1981 
to  pursue  dialogue  "as  directed  by  the  1980  South  Pacific  Forum  on  meaning- 
ful and  practical  areas  of  co-operation  between  ASEAN  and  the  South  Pacific 
Forum."  (SPEC  Annual  Report  1980/1981) 

This  visit  took  place  in  August  1981  when  SPEC'S  Director  and  research 
officer  held  discussions  with  the  ASEAN  Secretariat  and  Indonesia's  national 
secretariat.  SPEC  identified  opportunities  in  the  areas  of  trade,  shipping,  fish 
products,  energy  and  investment  for  possible  closer  co-operation  with 
ASEAN.  The  SPEC  proposals  were  considered  by  the  12th  Meeting  of 
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ASEAN  Economic  Ministers  in  January  1982  which  directed  the  ASEAN 
Economic  Committee  to  further  explore  possibilities  for  expanding  co- 
operation. (SPEC  Annual  Report  1981/1982) 

Although  there  was  still  contact  between  the  ASEAN  Secretariat  and  SPEC 
during  1982/1983,  a  communication  from  ASEAN  suggested  that  the  possibi- 
lity of  developing  trade  relations  should  be  investigated  through  a  study  of 
marketing  opportunities  in  ASEAN  and  Forum  countries.  The  SPEC  director 
reported  that  ASEAN/Forum  dialogue  "remains  an  important  part  of  the 
work  programme  not  withstanding  the  apparent  lack  of  real  progress  in  the 
last  year  because  of  its  long-term  implications."  (SPEC  Annual  Report 
1982/1983) 

By  1985,  it  was  reported  that  "good  progress  has  been  made  on  ASEAN/ 
Forum  dialogue  indicating  longer-term  interest  in  co-operation  between 
ASEAN  and  the  Forum."  (SPEC  Annual  Report  1984/1985)  A  SPEC  officer 
visited  the  ASEAN  Secretariat  in  Jakarta  and  also  held  discussions  with 
APDC  in  Kuala  Lumpur.  A  project  proposal  relating  to  investment  co- 
operation between  the  two  regions  was  drafted. 

The  Pacific  Islands  countrie"  were  also  encouraged  to  become  involved  in  a 
major  ASEAN  Human  Resources  Development  project.  There  was  a  favour- 
able response  in  principle  to  SPEC'S  proposal  for  ASEAN/Pacific  Fellowship 
Scheme  similar  to  the  SPEC  fellowship  scheme.  Further  developments  were 
discussed  with  the  Deputy  Foreign  Minister  of  Thailand  who  visited  SPEC 
early  in  1985. 

In  1986/1987,  SPEC,  in  co-operation  with  the  Asia  Pacific  Development 
Center  (APDC),  undertook  research  into  complementarities  in  the  area  of  in- 
vestment and  joint  ventures  between  ASEAN  and  South  Pacific  countries. 

An  ASEAN/South  Pacific  Investment  Study  was  completed  in  1987  and 
country  volumes  of  reports  and  the  inter-regional  overview  were  submitted  to 
APDC  for  printing.  The  reports  comprehensively  cover  all  relevant  informa- 
tion regarding  the  facilitation  of  investment  and  joint  venture  co-operation 
between  the  two  regions.  (SPEC  Annual  Report  1986/1987) 

A  Forum  on  ASEAN/South  Pacific  Investment  .Promotion  was  held  at 
SPEC  headquarters  on  the  17  October,  1986.  The  Forum,  which  was  attended 
by  representatives  of  government  and  the  private  sector  from  Fiji,  Indonesia, 
Malaysia,  Papua  New  Guinea,  Philippines,  Singapore,  Solomon  Islands, 
Thailand,  Tonga  and  Vanuatu,  marked  an  important  historical  event  and 
significant  step  forward  in  the  establishment  of  investment  and  commercial 
relations  between  ASEAN  and  the  South  Pacific.  There  was  a  strong  feeling  by 
members  regarding  the  existing  opportunities  for  developing  economic  co- 
operation and  the  need  for  SPEC  and  APDC  to  play  a  leading  role  in  the 
facilitation  of  such  co-operation. 
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SPEC  was  invited  to  sit  on  the  APDC  Board  of  Management  in  accordance 
with  the  decisions  of  the  APDC  General  Council,  however  this^invitation  was 
declined  in  accordance  with  the  SPEC  Committee's  decision.  (Ibjd.) 

The  Director  of  SPEC  reported  in  1987  that  dialogue  with  the  ASEAN 
Secretariat  has  been  maintained  pursuant  to  the  decision  of  Heads  of  Govern- 
ment, with  no  substantive  progress  towards  closer  economic  co-operation 
(Ibid.) 

Sources  of  Stress  in  ASEAN/Pacific  Inter-Regionalism 

One  major  source  of  stress  in  ASEAN/Pacific  Inter-regionalism  is  the 
border  between  Papua  New  Guinea  (PNG)  and  Indonesia.  Relations  between 
Indonesia  and  PNG  have  been  strained  because  of  border  crossings,  refugees, 
violations  of  airspace  by  Indonesian  aircraft,  the  expulsion  of  the  Indonesian 
Defence  Attache  in  Port  Moresby  in  198  ,  and  the  relocation  of  families  from 
overcrowded  Java  to  Irian  Jaya.  While  Irian  Jaya  is  an  Indonesian  province, 
people  of  both  sides  of  the  border  with  PNG  are  Melanesians.  The  Indonesian 
government  programme  of  resettlement  of  people  from  Java  and  Bali  since  the 
province  came  under  Indonesia's  control  when  the  Dutch  pulled  out  in  1962 
has  threatened  the  Melanesian  people.  The  increasing  resentment  of  Indone- 
sian rule  has  resulted  in  armed  clashes  between  the  Papuan  nationalists 
organised  by  the  Free  Papua  Organisation  (OPM)  and  Indonesian  authorities 
have  forced  many  Papuans  to  move  across  the  border  into  PNG  where  the 
political  leadership  is  more  protective  of  Papuan  nationalism.  As  a  result, 
border  clashes  between  Indonesian  and  PNG  patrols  have  occurred,  although 
both  countries  have  been  anxious  to  avoid  major  confrontation.  However,  at 
the  end  of  1984  Indonesia  and  PNG  signed  a  border  agreement  which  led  to 
improved  relations. 

After  winning  re-election  in  Parliament  for  a  five-year  term  in  August 
1987,  Prime  Minister  Paias  Wingti  stated  that  PNG  sees  Irian  Jaya  as  an  in- 
tegral part  of  Indonesia  and  recognised  the  people  of  Irian  Jaya  as  Indonesian 
citizens.  (Asiaweek,  August  1987)  He  admitted  that  since  1984  over  10,000 
refugees  had  crossed  over  the  border  into  PNG  in  about  20  camps.  This  had 
caused  tensions  in  PNG's  relationship  with  Indonesia. 

However,  in  1986  PNG  acceded  to  the  UN  Conventions  on  Refugee  Status 
which  ensures  that  the  refugees  are  dealt  with  according  to  international  prac- 
tice. UN  agencies  are  now  overseeing  the  voluntary  repatriation  with  over 
1,000  repatriations  so  far,  and  relations  with  Indonesia  have  improved.  (Ibid.) 

Although  these  arrangements  may  have  resolved  the  differences  between 
the  two  nations,  other  Pacific  Island  countries  still  feel  that  the  struggles  of  the 
Melanesians  of  Irian  Jaya  and  the  people  of  East  Timor  should  be  supported. 
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For  instance,  diplomatic  attacks  by  Vanuatu  in  the  United  Nations  in  1984  on 
Indonesian  military  policy  in  East  Timor  and  Indonesian  cultural  and  popula- 
tion policies  in  Irian  Jaya  "will  blunt  Jakarta's  foreign  policy  efforts  to  build 
special  relations  with  the  island  South  Pacific  nations."  (Weatherbee  1986) 

On  the  question  of  PNG  membership  in  ASEAN,  Wingti  stated  that  his 
government  had  secured  ASEAN's  agreement  that  PNG  will  be  eligible  to  ac- 
cede to  the  Treaty  of  Amity  and  Co-operation  which  he  called  "the  keystone 
of  ASEAN's  existence."  He  stated  that  although  this  would  not  give  PNG  full 
membership,  it  would  broaden  the  co-operation  between  PNG  and  ASEAN. 
From  the  Pacific  Islands  viewpoint,  however,  full  membership  in  ASEAN  for 
PNG  would  not  be  a  wise  move.  Some  island  states  believe  that  PNG  should 
decide  whether  it  is  part  of  Asia  or  part  of  the  Pacific. 

CONCLUSION 

It  is  clear  from  a  review  of  the  development  of  the  South  Pacific  Forum 
and  ASEAN  that  some  common  elements  between  the  two  regions  exist.  It  is 
also  clear  that  each  region  has  recognised  the  commonalities  and  have  made 
considerable  progress  over  the  last  6  years  to  develop  inter-regional  co- 
operation. 

One  of  the  interesting  features  that  emerges  from  a  review  of  ASEAN  and 
the  Forum  is  that  regional  co-operation  takes  a  long  time  to  be  effective. 
Although  ASEAN  was  established  in  1967,  it  was  not  until  after  the  with- 
drawal of  US  troops  from  Vietnam  in  1975  that  ASEAN  recognised  the  need 
to  strengthen  the  organisation  and  was  able  to  begin  an  active  and  more  suc- 
cessful phase  of  regional  co-operation.  It  has  achieved  recognition  as  a 
regional  political  organisation  that  gets  world  attention. 

Similarly,  in  the  Pacific  Islands  region  where  the  Forum  was  established  in 
1971,  it  was  not  until  SPEC  headquarters  were  established  in  Suva  that  the 
organisation  began  to  take-off.  In  the  1980's  the  Forum  is  also  developing  into 
a  politically  p6werful  regional  organisation  on  a  world  scale. 

Both  organisations  have  developed  from  a  basic  mandate  of  an  organisa- 
tion dealing  with  economic  co-operation  to  a  strong  and  effective  political 
organisation.  Several  observers  agree  that  ASEAN's  economic  co-operation 
has  not  been  as  successful  as  was  first  hoped.  In  the  Pacific,  the  Forum's  ma- 
jor attempts  at  economic  co-operation  have  been  quite  successful  through  the 
effectiveness  of  the  Pacific  Forum  Line  which  serves  the  shipping  needs  of 
some  of  the  islands,  and  through  the  SPARTECA  Trade  Agreement.  This 
Agreement,  whic)i  was  finalised  in  1980,  allows  for  the  preferential  entry  of  a 
wide  range  of  agricultural  and  industrial  products  from  Forum  countries  to 
Australia  and  New  Zealand.  Although  SPARTECA  is  a  major  step  in  the  right 
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direction,  changes  in  trade  policy  among  other  Pacific  Island  countries  must 
also  be  explored.  It  is  also  necessary  to  involve  the  Pacific  Island  countries  in 
intra-regional  trade,  and  to  involve  the  private  sector  in  the  implementation  of 
inter-  and  intra-regional  trade.  The  establishment  of  the  Pacific  Islands 
Association  of  Chambers  of  Commerce  (PIACC)  in  1985  is  expected  to  im- 
prove trade  both  inter-  and  intra-regionally. 

ASEAN,  of  course,  has  had  similar  earlier  developments  including  the 
ASEAN  Preferential  Trade  Arrangement  which  has  facilitated  intra-regional 
trade,  although  not  without  some  limitation. 

Both  the  ASEAN  countries  and  the  Pacific  Islands  are  dependent  on 
foreign  and  development  finance,  although  at  least  one  ASEAN  country  is 
now  an  aid  donor. 

An  interesting  feature  of  ASEAN  is  the  role  of  "Think  Tanks"  in  its 
development.  The  Institute  for  Southeast  Asian  Studies  (ISAS,  Singapore),  the 
Centre  for  Strategic  and  International  Studies  (CSIS,  Jakarta),  the  Institute  of 
Strategic  and  International  Studies  (ISIS,  Malaysia)  and  the  National  Univer- 
sities of  Singapore,  Indonesia,  Malaysia  and  the  Philippines  (who  are  all 
represented  here  today)  are  a  few  of  these  institutions.  Although  there  have 
been  some  efforts  to  solicit  the  views  :md  suggestions  of  Pacific  Island 
academics  in  the  region  on  regional  issues,  the  Pacific  Islands  region  needs  to 
further  develop  and  strengthen  its  own  "think  tanks"  through  its  own  regional 
and  national  universities  and  other  non-government  agencies. 

If  is  also  necessary  to  recognise  the  importance  of  tlie  role  of  the  non- 
governmental organisations  (NGO's)  in  regional  co-operation.  In  both  regions 
these  NGO's  pave  the  way  for  meaningful  full  co-operation  at  the  social  and 
economic  levels. 

Although  the  ASEAN  experience  was  decidedly  different,  tiie  Pacific 
Islands  again  face  the  possibility  of  external  threat  to  national  sovereignty. 
Since  the  initiation  of  discussion  of  the  Law  of  the  Sea  Treaty  and  the 
emergence  of  new  extended  jurisdictions,  and  the  more  recent,  interest  by  tlie 
Soviets,  the  Pacific  Islands  have  become  a  focus  of  interest  by  the  industrial- 
ised countries  of  the  Pacific  rim  and  others.  Internal  stability  in  terras  of  social 
justice,  social  progress,  social  well-being  and  cultural  development  are  impor- 
tant issues  in  the  development  of  regional  co-operation.  In  addition,  economic 
development  must  go  hand  in  hand  with  regional  co-operation. 

The  need  to  strengthen  national  and  regional  resilience  is  well  understood 
by  ASEAN  governments  as  a  critical  condition  for  resisting  political  pressures 
by  external  powers.  (Pauker  1981)  "Consequently,  economic  development  is 
viewed  as  a  means  not  only  to  enhance  the  welfare  of  tlie  population,  but  also 
to  consolidate  national  independence  and  regional  stability."  (Ibid.  p.  13)  It  is 
important  to  note  that  the  ASEAN  countries  have  pledged  mutual  support  for 
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defence.  No  such  agreement  exists  yet  amongst  Pacific  Island  states,  although 
Papua  New  Guinea  assisted  Vanuatu  in  its  struggle  for  independence  against 
foreign-backed  uprisings  in  1981.  Recently,  however,  a  proposal  for  a  regional 
security  force  has  been  put  forward  to  the  Forum. 

The  development  of  inter-regional  co-operation  with  ASEAN  is  proving 
•  advantageous  for  the  Forum  in  several  ways.  First,  mutually  beneficial  trade 
relationships  are  being  explored  and  most  likely  will  be  increased.  Second, 
tourism  markets  in  ASEAN  and  other  Asian  countries  could  be  developed  for 
the  Pacific  Islands.  Third,  some  educational  and  training  opportunities  for 
Pacific  Islanders  in  the  ASEAN  countries  have  been  provided  and  more  of 
these  could  be  developed.  Third,  co-operation  in  petroleum  supplies  and 
minerals  exploration  could  be  developed  further. 

There  may  also  be  some  opportunities  for  the  ASEAN  countries  to  learn 
from  the  Pacific  Islands  region.  For  instance,  some  observers  of  ASEAN  have 
noted  that  one  of  the  weaknesses  of  ASEAN  is  that  the  heads  of  government 
meet  only  at  summits  which  have  been  held  infrequently  (only  two  to  date, 
although  a  third  summit  is  planned  for  the  near  future).  The  regular  annual 
meetings  are  attended  by  Ministers  of  Foreign  Affairs.  The  critics  note  that 
ASEAN  would  be  a  more  powerful  organisation  if  regular  ASEAN  meeting 
were  attended  by  the  heads  of  government.  Representation  at  the  South  Pacific 
Forum  annual  meetings  are  the  heads  of  government  of  all  countries  which  en- 
sures that  the  top  level  decision  makers  are  making  joint  decisions.  There  may 
also  be  other  opportunities  for  the  Pacific  Islands  region  and  ASEAN  to  learn 
from  each  other  and  continued  dialogue  and  interest  in  each  other's  region  is 
the  best  way  to  explore  these  opportunities. 
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ASEAN  and  the  Pacific  Island: 
Bilateral  and  Multilateral  Relations 

Pushpa  THAMBIPILLAI 


SOUTH-SOUTH  CO-OPERATION 

The  phenomenon  of  small  or  developing  states  functionally  co-operating 
with  one  another  is  a  recent  occurrence.  Historically,  states  have  tended  to 
align  themselves  with  the  richer  and  the  more  powerful,  out  of  economic, 
political  and  military  necessity.  Events  of  the  past  decades  have  shown  that 
this  may  not  always  be  to  the  advantage  of  the  small  states;  politically  and 
economically  they  tend  to  become  dependent  on  the  bigger  states,  most  of 
which  happen  to  be  the  metropoles.  To  redress  the  unfortunate  alignment,  the 
independent  and  the  more  successful  of  the  smaller  states  formed  regional 
groupings  in  various  parts  of  the  globe,  some  more  effective  than  others.  Thus 
through  regional  co-operation,  the  small  states  have  not  only  demonstrated 
that  they  can  (if  they  had  the  political  will)  manage  their  national  resources 
and  regional  affairs  together,  they  have  also  proven  that  they  can  be  heard 
louder  outside  the  region  and  therefore  given  more  recognition,  to  their  in- 
dividual and  collective  pursuits. 

However,  once  a  group  of  developing  countries  form  an  intra-regional 
association  amongst  themselves,  they  consciously  seek  out  the  developed  coun- 
tries to  gain  tangible  results.  Traditionally  that  was  where  the  technology  and 
finance  were  available.  Thus  the  historically  established  vertical  relationship 
continued,  only  this  time,  through  the  efforts  of  regional  co-operation  there 
were  more  numerous  vertical  channels  in  place  of  one  or  two  dominant  ones. 
The  "discovery",  of  other  similarly  placed  Third  World  countries  was  slow  in 
materialising,  except  through  larger  international  organisations  like  the  Non- 
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Aligned  Movement.  The  practice  of  lateral  (or  horizontal)  relationships  among 
smaller  states  (or  between  groups  of  states)  is  a  characteristic  of  only  the  last 
decade  or  so.  This  has  largely  been  facilitated  by  the  rapid  growth  of  some  of 
the  developing  countries  into  industriahsing  countries,  generating  more 
regional  and  global  trade  and  promoting  their  own  form  of  capital  and 
technology  transfers  as  well  as  increased  participation  in  the  international  rela- 
tions of  the  region. 

When  one  considers  the  member  countries  of  the  Association  of  Southeast 
Asian  Nations,  (ASEAN),  as  an  example  of  .a  regional  association,  one  cannot 
but  accept  some  of  the  above  characterisations.  Consisting  of  six  "newly"  in- 
dependent countries  (except  one,  Thailand,  which  was  never  colonised)  that 
gained  independence  between  1946  and  1984,  they  have  had  strong  dependent 
relationships  with  the  developed  countries  over  the  decades.  The  gradual 
strengthening  of  the  regional  grouping  as  well  as  increased  internal  develop- 
ment has  enabled  the  members  to  adopt  a  more  independent  and  mutually 
beneficial  relationship  vis-a-vis  the  developed  countries;  perhaps  not  entirely 
independent,  but  increasingly  less  dependent  on  any  one  major  partner. 

ASEAN  member  countries  may  have  successfully  built  up  their  network  of 
relationships  but  collective  relations  with  other  smaller  states  have  not  been 
too  impressive.  Its  system  of  dialogue  partner  relationship,  unique  in  regional 
organisational  behaviour,  is  indicative  of  this.  Its  "dialogues",  have  been 
limited  to  the  developed  countries  ~  the  United  States,  Canada,  Japan, 
Australia,  New  Zealand  and  the  European  Economic  Community.  The  EEC  is 
the  only  regional  grouping  that  ASEAN  deals  with  in  any  formal  and  sustained 
manner,  without  jeopardising  the  bilateral  links  between  individual  member 
countries. 

The  ASEAN  states  have  thus  traditionally  looked  to  the  developed  West, 
Japan,  and  the  southern  countries  of  Australia  and  New  Zealand.  Although 
the  oil  politics  of  the  seventies  and  the  Iranian  Revolution  of  the  eighties 
heightened  the  awareness  and  contacts  with  Islamic  revivalism  and  Middle 
East  politics,  regions  nearer  to  the  Southeast  Asian  hemisphere  were  left  unex- 
plored. 

Strangely  enough,  contacts  were  cultivated  with  Japan  in  the  north  and 
Australia/New  Zealand  in  the  south;  however  the  vast  region  between  them 
was  ignored.  The  numerous  island  states  scattered  in  that  region  do  not  seem 
to  have  formed  part  of  the  Pacific  lanes  of  communication  between  ASEAN 
and  the  other  states  in  the  Pacific  rim  with  which  ASEAN  enjoys  growing  rela- 
tionships. 
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ASEAN  AND  THE  PACIFIC 

ASEAN's  relations  with  the  small  states  of  the  Pacific  has  not  developed 
significantly  either  at  the  bilateral  or  multilateral  levels,  as  with  states  in  other 
regions,  for  example  the  Gulf  region  or  countries  in  South  Asia.  Several  fac- 
tors contributed  to  this  stagnant  state  of  affairs.  Almost  all  the  states  in  the 
Pacific  are  micro  states,  not  only  isolated  from  Southeast  Asia  but  also  within 
and  between  each  other.  The  biggest  of  the  group,  Papua  New  Guinea,  has  the 
closest  relationship  with  the  ASEAN  members  not  merely  because  of  its  geo- 
graphical size  and  population,  but  also  because  of  its  proximity  and  physical 
contiguity  with  an  ASEAN  country  -  Indonesia.  But  for  it  and  for  the  other 
islands,  in  addition  to  the  lack  in  major  political  and  economic  incentives  (that 
bound  other  countries  to  ASEAN)  there  was  also  a  major  gap  in  socio-cultural 
identity  and  common  areas  of  interest.  Australia  and  New  Zealand  were  the 
two  developed  countries  closely  linked  with  the  Pacific  states,  but  although 
ASEAN  maintained  close  relations  with  those  two  countries,  it  did  not  conse- 
quently lead  to  any  major  links  with  the  others  in  the  Pacific  Ocean  area. 

One  needs  to  understand  the  fact  that  the  ASEAN  countries,  being 
developing  states,  were  naturally  pre-occupied  with  their  immediate  interests 
of  domestic  political  and  economic  development  arid  therefore  did  not  give 
adequate  attention  to  enlarging  their  interactions  beyond  their  proven  part- 
ners. However,  in  the  last  few  years,  perhaps  since  the  early  eighties,  the 
ASEAN  leaders  have  shown  a  keen  interest  in  the  activities  in  the  vast  Pacific 
region  and  the  various  political  entities  in  that  area.  Several  reasons  accounted 
for  this:  the  international  environment  in  the  Pacific  area  was  generating 
global  attention  especially  in  security  matters.  The  perceived  Soviet  advance- 
ment into  the  area  was  such  an  issue;  the  Soviet  Pacific  fleet  generated  much 
interest  ~  when  it  ventured  beyond  its  accustomed  trips  from  Northeast  Asia 
to  Vietnam.  Understandably  there  was  fear  in  the  midst  of  several  regional 
states  of  the  expansionary  ambitions  of  the  Soviet  military  might  into  new 
waters.  The  fisheries  agreements  that  the  two  island  states,  Kiribati  and 
Vanuatu,  signed  with  the  Soviet  Union  also  caught  the  interest  of  ASEAN 
countries  but  was  hardly  understood  in  any  detail  (for  example  the  details  of 
the  agreements)  by  the  Southeast  Asians  as  information  was  not  widely 
disseminated  in  the  region.  There  was  renewed  interest  in  the  Soviet  Union  and 
its  "expansion"  into  the  Pacific  island  area;  the  fisheries  agreements  became  a 
window  to  asess  Soviet  military  and  political  relationships. 

The  new  government  of  New  Zealand  under  David  Lange  also  generated 
interest  in  the  area  with  its  emphasis  on  non-nuclear  policy;  similarly,  the  en- 
suing problems  within  ANZUS,  the  deterioration  in  United  States-New 
Zealand  relations,  and  the  increased  military  and  political  role  in  the  Pacific 
for  Australia  and  the  United  States  kept  the  interest  alive.  The  issue  of  New 
Zealand's  non-nuclear  policy  inevitably  also  exposed  the  hitherto  forgotten 
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small  states  and  their  stand  on  the  nuclear  issue.  Another  important  issue  was 
the  French  nuclear  testing  in  Polynesia.  Also  related  to  France  was  the  growing 
militancy  of  the  Kanak  movement  far  independence  in  New  Caledonia  and  the 
role  of  the  United  Nations  in  the  decolonisation  process.  More  recently  the 
coup  in  Fiji,  in  May  1987,  also  attracted  further  interest  not  only  in  Fiji  but 
also  in  other  islands,  in  an  issue-area  not  unfamiliar  to  most  of  the  peoples  and 
leaders  in  the  ASEAN  countries:  ethnic  tensions  and  the  politics  of  pluralism. 

Some  of  the  international  issues  did  interest  individuals  in  the  ASEAN 
region  and  gradually  generated  a  search  for  more  information  and  contact  by 
the  Southeast  Asians.  Bilateral  and  multilateral  exchanges  began  to  contribute 
to  some  degree  of  understanding. 

BILATERAL  RELATIONS 

The  web  of  interaction  between  the  ASEAN  six  and  the  twenty  two  or  so 
island  states  in  North,  Central  and  South  Pacific  is  still  relatively  sparse, 
despite  the  current  interest  in  the  Pacific  era.  Brunei,  Indonesia,  Malaysia,  the 
Philippines,  Singapore  and  Thailand  have  varying  relations  with  the  Pacific 
islands.  Brunei  being  a  newly  independent  state  and  the  smallest  in  the 
Southeast  Asian  region  has  not  had  the  opportunity  to  develop  its  bilateral 
relations  with  the  Pacific.  Thailand,  the  geographically  farthest  removed  from 
the  Pacific  has  also  not  extensively  explored  its  potentials  in  the  area,  while  the 
Philippines,  being  the  closest  to  the  islands  (in  fact  only  600  miles  across  to  the 
nearest  Micronesian  islands)  has  had  not  had  much  contact  either  despite  their 
common  links  to  the  United  States.  Not  surprisingly,  however,  the  Philippines 
has  some  level  of  interaction  with  the  other  American  territories  like  Guam 
and  the  North  Pacific,  while  surprisingly  Thailand  seems  to  have  selected  the 
Kingdom  of  Tonga  for  the  initial  exchange  of  long-distance  relationships. 

Indonesia,  Malaysia  and  Singapore  have  established  some  form  of  bilateral 
contact  with  at  least  a  fraction  of  the  Pacific  islands.  Each  of  the  three  have 
specific  reasons  for  a  closer  relationship,  for  example  historical,  geographical, 
economic,  etc.  On  the  other  hand,  one  cannot  expect  the  island  states  (some  of 
which  are  still  colonies  or  self-governing  territories,  and  some  of  which  have 
less  than  ten  thousand  inhabitants)  to  interact  with  ASEAN  states  at  the  same 
level  as  Papua  New  Guinea  with  almost  three-and-a-half  million  people  or  Fiji 
with  three-quarters  of  a  million.  Even  in  the  case  of  these  two  countries,  the 
logical  preference  (given  their  limited  resources)  seems  to  be  to  maintain 
economic  and  political  ties  with  the  larger  countries  like  Britain,  the  United 
States,  Australia,  New  Zealand  and  Japan. 

Thus  diplomatic  representation  as  an  indication  of  political  and  cultural 
contact  is  almost  non-existent  between  the  ASEAN  countries  and  the  Pacific 
islands.  Only  Papua  New  Guinea  has  the  largest  representation  in  the  ASEAN 
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States  while  ASEAN  members,  Indonesia,  Malaysia,  the  Philippines  and- 
Singapore  have  also  reciprocated.  Fiji,  unlike  Papua  New  Guinea,  does  not 
have  resident  representatives  in  any  of  the  ASEAN  states;  its  High  Commis- 
sioner to  Australia  is  also  accredited  to  Malaysia.  Of  the  ASEAN  states,  only 
Malaysia  has  full  diplomatic  representation  in  Fiji;  the  High  Commissioner 
there  is  also  accredited  to  Kiribati,  Tonga,  Tuvalu  and  Western  Samoa.  Other 
ASEAN  diplomats  resident  in  Australia  or  New  Zealand  are  accredited  to  Fiji 
and  some  other  island  states. 

Malaysia  and  Singapore  have  had  a  fair  amount  of  contacts  with  Papua 
New  Guinea,  Fiji  (and  a  few  of  the  others)  mainly  as  a  result  of  their  past 
association  with  Britain  and  their  current  membership  in  the  Commonwealth.^ 
Malaysia's  relations  with  Fiji,  in  fact,  can  be  traced  to  the  fifties  and  sixties 
and  its  invjolvement  in  aiding  the  Malayan  'forces  against  the  communist  in- 
surgency. In  fact  several  Fijian  leaders  with  military  background  have  seen  ser- 
vice in  Malaysia,  including  Sir  Penaia  Ganilau.  There  have  also  been  strong 
bonds  of  relationship  between  the  leadership  of  Malaysia  and  Fiji.  On  the 
other  hand,  Papua  New  Guinea's  special  relations  dates  to  the  sixties  and 
especially  the  mid-seventies  when  it  was  invited  to  attend  some  of  the  ASEAN 
meetings.  Its  participation  has  now  gradually  increased.  Whether  it  will  be  a 
seventh  member  of  ASEAN  is  still  being  debated;  several  obstacles  seem  to  be 
in  the  way  (for  example,  socio-cultural  differences,  external  political  and 
economic  ties,  commitment  to  the  Pacific  Forum,  and  other  perceived  pro- 
blems). The  general  consensus  among  ASEAN  leaders  appears  to  be  that  there 
is  no  hurry  to  expand  ASEAN  membership,  but  at  the  same  time  they  would 
also  like  to  maintain  strong  relations  with  Papua  New  Guinea.  The  Treaty  of 
Amity  and  Co-operation  that  Papua  New  Guinea  has  been  invited  to  be  a  par- 
ty to  is  perhaps  an  immediate  compromise.  Therefore  bilateral  relations  seem 
to  be  a  better  solution  in  the  meantime  while  the  issue  of  regional  membership 
is  discussed.  (See  later  section  below.) 

With  regards  to  Papua  New  Guinea,  Indonesia  has  had  the  closest  rela- 
tions, historically  and  geo-graphically.^  Both  countries  share  socio-cultural 
similarities  at  the  border  regions.  However,  the  issue  of  border  problems  re- 
mains the  most  important  discussion  factor  between  the  two  countries;  the  last 
two  years  have  seen  more  government-to-government  activities  and  the  signing 
of  the  Friendship  Treaty,  ratified  in  late  1986  (by  Papua  New  Guinea)  and  ear- 
ly 1987  (by  Indonesia)  in  an  effort  to  improve  relations,  sporadically  turned 
sensitive  by  incidents  at  the  border.  Separatist  movements  in  Irian  Jaya  have 

'Government  leaders  from  Malaysia  and  Singapore  (and  lately  Brunei)  have  attended  regular 
meetings  of  the  commonwealth  heads  of  government  and  until  the  last  meeting  in  Vancouver  in 
October  1987,  Fiji  was  also  a  regular  attendee.  Southeast  Asian  leaders  have  also  attended  the 
Asian-Pacific  regional  meetings  of  the  commonwealth  heads. 

^There  is  a  vast  area  of  material  covering  Indonesia/Papua  New  Guinea  relations  and  therefore 
this  paper  will  not  get  into  the  details  but  leave  them  for  a  larger  study. 
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been  an  issue  in  Indonesia's  efforts  to  consolidate  its  presence  in  tlie  ar- 
chipelago. It  has  also  led  to  negative  reactions  towards  the  Indonesian  govern- 
ment from  other  Melanesian  states  that  support  the  movements  in  Irian  Jaya. 
However,  both  Indonesia  and  Papua  New  Guinea  have  progressed  with  their 
bilateral  relations,  despite  unfavourable  comments  by  some  of  Papua  New 
Guinea's  friends  in  the  Pacific.  In  the  short-run  it  is  the  Indonesian-Papua 
New  Guinea  relations  rather  than  the  ASEAN-Papua  New  Guinea  member- 
ship that  matters  in  the  light  of  regional  stability.  Nevertheless,  it  cannot  be 
denied  that  ASEAN  as  a  regional  association  has  contributed  to  creating  the 
environment  for  improved  Indonesia-Papua  New  Guinea  relations. 

ECONOMIC  RELATIONS 

As  the  published  figures  indicate,  formal  trade  between  ASEAN  member 
countries  and  the  Pacific  islands  is  relatively  small.  (See  Appendix  A.) 
Singapore,  with  its  large  commercial  sector,  shows  the  largest  flow  of  trade, 
especially  in  exports  to  some  of  the  islands.  For  example,  in  1986  Singapore  ex- 
ported about  ninety-four  million  dollars  worth  of  goods  to  Papua  New  Guinea 
and  imported  about  twenty- two  million  worth.  Thailand  and  the  Philippines 
also  have  trade  links  with  some  of  the  islands,  but  in  smaller  quantities.  One  of 
the  surprising  facts  is  the  spread  of  islands  over  which  some  of  the  countries 
trade,  even  if  the  trade  is  small;  for  example  in  the  case  of  Thailand,  it  has 
trade  contacts  stretching  from  Papua  New  Guinea  to  French  Polynesia.  It  ap- 
pears that  the  rudiments  of  the  links  over  the  Pacific  appear  to  have  been 
established;  however,  the  economic  rationale  has  yet  to  be  discovered.  The  ma- 
jor exports  of  the  islands  are  based  on  fish  and  coconut  products,  sugar, 
phosphate,  coffee  and  gold.  Some  of  these  products  are  in  competition  with 
ASEAN's  but  some  others  would  be  in  demand  by  the  ASEAN  countries  if 
direct  and  sustained  channels  of  trade  were  estabhshed.  Regional  systems  of 
communication  and  shipping  would  enhance  the  flow  of  trade  and  services; 
thus  both  regions  need  to  develop  those  areas  of  external  links. 

Quite  contrary  to  initial  reactions  and  pessimism  on  the  aftermath  of  the 
Fiji  coup,  the  political  change  has  in  effect  broadened  Fiji's  quest  for  relation- 
ship with  ASEAN  member  countries.  Fijian  missions  have  explored  military 
purchases  and  other  economic  ties.^  Lately,  it  has  been  reported  that  Indonesia 
has  established  trade  and  shipping  links  with  Fiji  after  an  Indonesian  economic 
delegation  visited  the  island  state.  Malaysian  Foreign  Minister,  on  an  official 

^Several  reports  indicated  that  post-coup  Fiji  had  approached  some  of  the  ASEAN  countries  in 
addition  to  China  and  South  Korea  for  possible  arms  purchases  in  place  of  Australia  and  New 
Zealand  with  which  it  had  strained  relations.  Ratu  Mara  who  was  then  the  adviser  on  foreign  af- 
fairs in  the  military  government  of  Colonel  Rabuka,  visited  Malaysia  and  Singapore  to  "seek  con- 
sumer goods."  See  The  Straits  Times,  9  July  1987;  New  Straits  Times,  10  July  1987.  On  the  issue 
of  Malaysian  helicopters  for  Fiji,  the  Malaysian  government  denied  media  reports  and  stated  that 
it  had  not  received  official  request  from  the  Fijian  government.  New  Straits  Times,  1  August  1987. 
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visit  in  November,  also  promised  to  increase  trade  relations  while  reasserting 
Malaysia's  support  for  Fijian's  new  political  goals."* 

There  has  been  some  modest  investment  by  Malaysian  and  Singaporean  in- 
terests in  Papua  New  Guinea  (including  the  problematic  business  venture  in 
logging  that  included  capital  and  participation  of  leading  business  and  political 
figures  from  Malaysia,  Singapore  and  Papua  New  Guinea).^  The  Pacific 
region  on  the  whole  has  not  appeared  attractive  as  an  area  of  promising 
returns  for  the  small  and  medium  scile  business  investors  of  Southeast  Asia. 

Over  the  last  few  years  the  islands  have  shown  interest  in  attracting 
business  ventures  from  the  various  ASEAN  countries  (besides  other  Asian 
countries  like  Japan  and  South  Korea).  Business  and  government  leaders  from 
Fiji,  Papua  New  Guinea,  the  Solomon  Islands,  Tonga  and  Vanuatu  (the  more 
industrialised  of  the  island  states)  met  with  their  counterparts  from  ASEAN, 
including  the  various  chambers  of  commerce  and  industry  which  are  national 
conglomerations  of  business  interests.  (The  regional  non-governmental 
organisation  is  the  ASEAN  Chambers  of  Commerce  and  Industry,  comprising 
all  the  various  national  chambers).  At  a  intra-regional  meeting  in  Suva  in  Oc- 
tober, 1986  the  ASEAN  businessmen  were  offered  prospects  in  various  areas 
of  investment,  for  example,  in  marine  resources,  agriculture-based  industries, 
forestry,  and  in  tourism  related  activities.  The  various  tax  incentives  and 
regional  and  foreign  market  accessibility  were  also  discussed  in  this  meeting 
which  was  to  be  followed  by  specific  studies  on  the  investment  environment  in 
both  regions.  The  ASEAN  Chambers  of  Commerce  and  Industry  and  the 
Pacific  Islands  Association  of  Chambers  of  Commerce  were  the  two  leading 
organisations  designated  to  promote  economic  interactions  between  the  two 
regions,  with  the  backing  of  the  South  Pacific  Bureau  for  Economic  Co- 
operation and  other  international  agencies.^ 

REGION-TO-REGION  OR  NATION-TO-NATION 

It  is  quite  obvious  that  a  region-to-region  relationship  (between  Southeast 
Asia  and  the  Pacific)  has  not  been  explored  mainly  because  of  the  diverse 

^See  "Fiji  Trade  Deal"  in  The  Australian,  1  December  1987;  "Eyeing  More  Trade  with  Fiji"  in 
Asiaweek,  20  November  1987,  p.  64. 

'For  a  summary  account  of  the  business  deals  see  Hamish  McDonald,  "A  Log  Jam  of  Deals," 
Far  Eastern  Economic  Review,  20  August  1987,  p.  17,  and  a  related  item,  "Ghazali  Denies  Bid  to 
Transfer  M$19  out  of  PNG  Firm,"  Straits  Times,  18  August  1987.  More  monetary  issues  appear 
to  have  surfaced  lately  concerning  Papua  New  Guinea  and  Indonesia  over  alleged  campaign  con- 
tributions and  Ted  Diro  (Former  Foreign  Minister  of  Papua  New  Guinea)  and  his  connections 
with  Indonesia's  General  Moerdani. 

^"Economic  Cooperation:  SPN  Sounds  out  ASEAN"  \n  ASEAN  Forecast  (Singapore),  Vol.  6 
No.  11,  November  1986,  and  "ASEAN  Ventures  into  the  Pacific"  in  Islands  Business  (Fiji), 
November  1986  discuss  the  intcr-regional  potentials  for  economic  co-operation. 
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nature  of  the  islands  encompassed  by  the  South  Pacific  Forum,  inclusive  of  the 
American  and  French  territories  and  the  independent  states  in  between.  A 
"region"  in  the  ASEAN  context  is  evidently  different  from  a  "region"  in  the 
Pacific  context;  it  is  perhaps  more  practical  in  the  former,  given  the  geo- 
graphical limitation  and  contiguous  nature.  The  number,  besides  the  spread  of 
countries  can  frequently  determine  the  concept  of  a  region.  Thus  when 
ASEAN  decision-makers  view  the  Pacific  islands,  it  is  quite  obvious  that  they 
do  not  quite  see  a  manageable  "region,"  especially  when  one  hears  the  terms 
Micronesia  or  Melanesia  or  Polynesia  used  to  describe  the  islands.  The  feasible 
means  would  be  to  relate  to  one  or  a  few  at  a  time,  based  on  common  issue 
areas,  gradually  expanding  the  scope  and  content  of  the  relationship. 

The^ase  of  Papua  New  Guinea  is  perhaps  the  most  striking  of  the  relation- 
ships, because  it  is  not  only  an  active  and  full  member  of  the  South  Pacific 
Forum  (and  the  informal  but  active  sub-grouping  of  Melanesian  states)  it  has 
also  been  patiently  observing  the  goings  on  in  ASEAN  from  its  special 
observer  status  at  the  Foreign  Ministers 's  meeting  and  lately  at  specific  com- 
mittee sessions.  Thus  Papua  New  Guinea  has  been  with  the  ASEAN  group  for 
the  last  ten  years  or  so,  longer  than  even  Brunei  that  gained  admission  into  the 
organisation  within  three  or  four  years  of  "observing"  ASEAN.  (But  Brunei 
had  different  reasons  for  gaining  admission;  we  shall  not  go  into  that  here) 
This  prolonged  observer  status  for  Papua  New  Guinea  perhaps  reveals  the 
quagmire  within  the  ASEAN  leaders'  decision-making  styles  ~  "how  not  to 
say  no  and  how  not  to  say  yes."  Obviously,  they  are  not  ready  for  Papua  New 
Guinea  as  the  next  member;  at  the  same  time  they  do  not  wish  to  turn  it  away 
after  nurturing  the  long,  amicable  relationship.  Both  sides  would  like  to  retain 
it  or  even  improve  on  it. 

Several  reasons  have  been  advanced  for  the  questionable  status  of  Papua 
New  Guinea  and  ASEAN:  its  ethnic  and  cultural  differences,  quite  different 
from  mainstream  ASEAN  characteristics  has  been  cited  as  a  critical  issue  (it  is 
not  an  issue  really;  it  could  be  the  Greece  of  ASEAN!).  Another  debatable 
view  held  that  it  was  not  in  (or  part  of)  of  Southeast  Asia  and  therefore  could 
not  enjoy  membership  with  the  rest.  Perhaps  the  most  plausible,  and  also  one 
stated  by  the  Indonesian  Foreign  Minister  recently,  is  the  fact  that  no  state 
could  be  a  member  of  two  different  regional  groupings.^  Papua  New  Guinea's 
interests  and  associations  lie  with  the  Pacific  islands  and  that  is  where  its  first 
priority  would  be.  Experience  indicates  that  for  regionalism  to  succeed  there 
needs  to  be  loyalty  and  commitment  to  a  particular  region  or  group  of  states. 
The  members  of  ASEAN  do  not  belong  to  any  other  sub-regional  grouping 
that  would  compete  for  their  allegiance  next  in  line  to  their  national  interests. 

^As  quoted  in  Strolls  Times,  1  April  1987,  "Rules  Bar  PNO  from  Joining  ASEAN,  Says 
Mochtar."  The  issue  of  Papua  New  Guinea's  membership  has  often  come-up,  and  especiJiy  In- 
donesia has  been  the  outspoken  country  on  the  issue.  As  an  indication  of  the  varying  debate  sec 
for  example,  "Indonesia  Won't  Bar  PNG  Entry,"  Straits  Times.  30  June  1986. 
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This  is  not  to  deny  the  fact  that  various  members  of  the  association  view 
ASEAN  with  different  levels  of  allegiance;  however,  at  the  same  time,  it  can- 
not be  refuted  that  the  majority  of  ASEAN  leaders  have  categorically  stated 
that  their  priority  was  firstly  with  ASEAN,  and  only  then  perhaps  with  other 
groups,  for  example,  the  Islamic  Organisation,  the  Non-Aligned  Movement, 
the  Commonwealth  and  others. 

When  one  is  confronted  with  a  direct  question,  one  is  "cornered"  into  a 
direct  answer  --  both  instances  may  not  be  to  the  advantage  of  both  parties. 
The  Papua  New  Guinea-ASEAN  assault  on  the  issue  of  membership  seems  to 
be  caught  in  this  web  and  perhaps  temporarily  laid  to  rest  for  the  time  being. 
Thus,  the  diplomatic  procedure  finally  arrived  at  seems  to  be  towards  an 
ASEAN  consensus,  as  usual:  to  accept  Papua  New  Guinea  into  one  of 
ASEAN's  major  treaties  -  The  Treaty  of  Amity  and  Co-operation.  This  would 
then  render  it  an  equal  partner  among  the  signatories  of  the  treaty. 

The  general  feeling  amoilg  the  ASEAN  leaders  seems  to  be  that  Papua  New 
Guinea  is  the  natural  link  between  them  and  the  Pacific  Forum  countries.  In 
fact  it  could  represent  the  others  in  the  Pacific,  as  some  form  of  a  dialogue 
partner  for  the  Pacific  islands  (assuming  it  desires  to  play  that  role  and  also 
assuming  the  others  would  want  it  to  play  that  role).^  In  the  meantime,  there 
has  been  reports  that  Fiji  had.  expressed  its  interests  (before  the  coup)  in  trying 
to  provide  the  bridge.  It  was  reportedly  interested  in  an  observer  status  for 
itself  in  ASEAN  and  had  indicated  the  desire  to  establish  its  first  Southeast 
Asian  mission  in  Jakarta.^ 

ASEAN  can  only  but  be  proud  of  the  fact  that  it  has  attracted  the  interest 
of  other  smaller  states  to  which  it  may  be  of  assistance.  However,  it  has  also 
been  pointed  out  that  it  should  keep  to  its  ideals  and  commitments  and  not 
dilute  its  stated  purposes.  Increased  co-operation  and  collaboration  with  other 
states  could  in  fact  contribute  to  its  development,  and  therefore  ought  to  be 
encouraged.  The  larger  the  number  of  interactions,  be  it  with  big  or  small 
states,  the  better  it  could  be  for  any  one  country  or  group  of  countries.  But  it 
should  not  be  at  a  cost  to  the  functioning  of  the  association. 


MULTILATERAL  INTERESTS 

If  the  discussion  on  the  bilateral  and  regional  interactions  between  ASEAN 
and  the  Pacific  islands  sounds  dismal,  one  could  nevertheless  be  optimistic 

'Papua  New  Guinea  has  indicated  that  it  would  do  what  it  could  to  encourage  and  facilitate  ex- 
changes between  ASEAN  and  the  South  Pacific.  See,  "Interest  in  South  Pacific  Welcome,  Says 
PNG,"  Straits  Times,  17  June  1987. 

'Hamish  McDonald,  "Joining  the  Big  League.  Papua  New  Guinea  and  Fiji  Aspire  to  Closer 
ASEAN  Link,"  Far  Eastern  Economic  Review,  2  April  1987,  p.  24. 
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that  there  is  always  room  for  contacts  through  multilateral  agencies  and  inter- 
national issues.  The  issue  of  decolonisation  in  the  Pacific  has  raised  con- 
siderable interest  within  ASEAN  ~  for  instance  the  reinscription  of  New 
Caledonia  to  the  United  Nations  Decolonisation  list;  the  ASEAN  members 
participated  in  sponsoring  the  resolution  and  in  voting  for  it.  The  nuclear  issue 
has  also  attracted  attention  in  both  regions.  The  ASEAN  countries  initiated 
the  Zone  of  Peace  Freedom  and  Neutrality  (ZOPFAN)  in  1971.  In  1984 
ASEAN  leaders  raised  the  idea  of  a  nuclear-weapons-free  zone  in  Southeast 
Asia.  This  idea  has  gained  momentum  within  ASEAN,  although  no  consensus 
has  been  reached  on  its  definition  or  impjementation.  The  Southeast  Asia 
Nuclear  Weapons  Free  Zone  (SEANWFZ)  is  still  in  its  "infancy"  stage  when 
one  considers  muted  regional  enthusiasm  as  well  as  big  power  reaction;  the 
United  States  has  reacted  negatively  on  this  issue.  However,  there  has  been 
encouragement  for  SEANWFZ  with  the  initiation  of  the  South  Pacific  Nuclear 
Free  Zone  Treaty,  initiated  at  the  Treaty  of  Rarotonga  in  1986. 

Several  other  multilateral  arrangements  have  also  involved  states  from 
both  regions,  for  example,  in  U.N.  sponsored  technical  programmes  and  train- 
ing schemes.  The  Commomwealth  has  also  played  a  part  in  providing  the 
forum  for  leadership  interaction  and  for  various  bilateral  visits. 


FUTURE  PATHS 

There  appears  to  be  some  lingering  problems,  especially  on  the  part  of  a 
few  Pacific  islands  towards  some  ASEAN  members;  this  is  more  of  a  bilateral 
nature  with  particular  countries  than  an  indication  of  displeasure  with  the 
grouping.  The  following  few  issues  still  cause  concern  to  Pacific  islanders:  In- 
donesia and  its  Melanesian  population  in  Irian  Jaya;  the  issue  of  East  Timor; 
the  role  of  Lybia  in  the  region  and  suspicion  of  its  bureau  in  Malaysia  as  a 
"staging"  ground  for  Libyan  activities  in  the  Pacific,  and  others. 

One  of  the  ways  to  overcome  suspicions  and  misunderstanding  is  through 
better  communication.  If  Pacific  islanders  had  better  access  to  the  ASEAN 
states  and  their  domestic  state  of  affairs,  it  would  strengthen  the  process  of 
understanding  and  therefore  fruitful  co-operation.  In  the  same  vein,  with 
more  exposure,  the  ASEAN  people  would  be  introduced  to  the  Pacific  islands 
and  to  the  possibilities  of  rewarding  interactions.  As  it  is  the  islands  have  not 
yet  captured  the  imagination  of  the  ASEAN  entrepreneur,  the  wealthy 
traveller  or  the  political  leadership. 

For  ASEAN  and  the  Pacific  islands  to  move  closer  together  and  to  reap  the 
benefits  of  the  longstanding  but  rudimentary  relationships,  a  conscious  com- 
mitment is  needed  so  that  both  regions  may  enjoy  the  results  of  political 
stability  and  economic  development. 
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Appendix  I 


ASEAN  MEMBER  COUNTRIES'  TRADE  WITH  PACIFIC  ISLANDS 

(in  US$  Millions) 


INDONESIA 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1980-1986 

Exports  (US$  Million) 

Total 

21,909 

22,260 

22,293 

21,152 

21,902 

18,590 

14,824 

2 

Papua  New  Guinea 

2 

Imports 

Total 

10,834 

13,272 

16,859 

16,352 

13,882 

10,259 

10,374 

1 

Papua  New  Guinea 

1 

MALAYSIA 

1980' 

1981 

1982 

1983 

1984 

1985 

1986 

1980-1986 

Exports  (US$  Million) 
Total 

12,945 

11,770 

12,030 

14,104 

16,484 

15,441 

13.875 

Fiji 

Papua  New  Guinea 
Solomon  Islands 

1 
2 

1 
3 

1 
3 

1 
2 

I 
4 

3 
4 

2 
6 
I 

10 
24 
1 

Imports 
Total 

10,779 

11,550 

12,418 

13,262 

14,051 

12.302 

10.829 

Fiji 

Papua  New  Guinea 

22 

22 

14 

1 

10 

23 

19 

19 
I 

129 
2 

Solomon  Islands 


PHILIPPINES 


1980 

1981 

1982 

1983 

1984 

1985 

1986 

1980-1986 

Exports  (US$  Million) 

Total 

5,741.1 

5,654.6 

4,968.5 

4,889.9 

5,273.5 

4,606.8 

4,770.5 

Fiji 

.8 

1.2 

.8 

4.8 

.8 

.6 

.6 

9.6 

Fr.  Polynesia 

.2 

.2 

.1 

.1 

.2 

.3 

1.2 

Guam 

4.7 

4.7 

4.0 

4.4 

5.5 

5.5 

9.7 

38.5 

Nauru 

.5 

.9 

.5 

.4 

.2 

2.5 

New  Caledonia 

.8 

.4 

.2 

.2 

,1 

.1 

.3 

2.1 

Papua  New  Guinea 

3.0 

5.1 

4.4 

4.2 

3.8 

2.5 

3.3 

26.3 

Vanuatu 

.1 

.1 

.2 

Western  Samoa 

.1 

.1 

Imports 

Total 

8,295.3 

8,479.1 

8,263.2 

7,976.5 

6,432.4 

5,459.3 

5,394.3 

Fiji 

Fr.  Polynesia 

Guam 

.2 

.2 

.2 

.6 

.7 

1.9 

Nauru 

12.5 

24.5 

37.0 

New  Caledonia 

.5 

.5 

Papua  New  Guinea 

6.0 

8.6 

10.8 

8.0 

8.3 

2.7 

.5 

37.9 

Vanuatu 

.1 

.1 

Western  Samoa 
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Appendix  (continued) 


SINGAPORE 


1980 

1981 

1982 

1983 

■  1984 

1985 

1986 

1980-1986 

Exports 

loia 

19,375 

20,967 

'yri  TOO 

20,788 

21,833 

24,070 

22,812 

22,509 

Fiji 

60 

43 

52 

■  63 

34 

39 

37 

328 

Nauru 

3 

4 

11 

5 

15 

12 

50 

New  Caledonia 

76 

80 

74 

22 

53 

56 

29 

390 

Papua  New  Guinea 

135 

181 

128 

135 

120 

98 

94 

891 

Western  Samoa 

1 

1 

3 

11. 

I 

1 

18 

Imports 

Total 

24,003 

27,572 

28,167 

28,158 

28,667 

26,285 

25,511 

Fiji 

12 

11 

5 

10 

2 

1- 

41 

Naura 

New  Caledonia 

4 

4 

14 

4 

5 

3 

34 

Papua  New  Guinea 

6 

13 

8 

17 

18 

11 

22 

95 

Western  Samoa 

1 

2 

3 

THAILAND 


1980 

1981 

1982 

1983 

1984 

1985 

1986 

1980-1986 

Exports 

Total 

6,505.4 

7,030.6 

6,944.7- 

6,368.3 

7,412.9 

7,120.6 

8,793.6 

Fiji 

1.5 

1.7 

1.2 

1.8 

1.5 

1.3 

2.2 

11.2 

Fr.  Polynesia 

.1 

.3 

.2 

.2 

.4 

.9 

2.1 

Papua  New  Guinea 

1.7 

.2 

1.5 

.7 

1.6 

.6 

4.4 

10.7 

Solomon  Islands 

.5 

.9 

.6 

2.0 

Tonga 

I 

1 

Vanuatu 

Western  Samoa 

.1 

.1 

.1 

.1 

.2 

.6 

Imports 

Total 

9,213.6 

9,955.1 

8,548.5 

10,287.3 

10,397.6 

9,242.1 

9,154.3 

Fiji 

6b 

6 

Fr.  Polynesia 

Papua  New  Guinea 

-.2 

4.7 

10.9 

Solomon  Islands 

4.9 

9.3 

32.9a 

47.1 

Tonga 

.5 

.5 
I.I 

Vanuatu 

.7 

.4 

Western  Samoa 


Notes:    'No  figures  were  available  for  Brunei. 

^Information  data  for  1 1  months  plus  estimate  for  1  month. 
''Information  data  for  II  months  plus  partner's  data  for  1  month. 


Source:    International  Monetary  Fund,  Direction  of  Trade  Statistics  Yearbook  1987. 


Indonesia  and  the  South  Pacific 

J.  Soedjati  DJIWANDONO 


Early  last  year,  Indonesia's  Foreign  Minister  Mochtar  Kusumaatmadja 
told  a  press  conference  in  Jakarta,  perhaps  rather  belatedly,  that  "more  atten- 
tion would  be  given  to  Indonesia's  bilateral  relations  with  countries  in  the 
eastern  and  southeastern  regions."  He  said  that  "we  tend  to  neglect  the 
developments  in  the  eastern  and  southeastern  neighbour  nations  because  we 
have  been  too  pre-occupied  with  events  in  mainland  Southeast  Asia."' 

Indeed,  for  a  time  a  series  of  events  seemed  to  have  augured  well  for  the 
future  relations  between  Indonesia  and  the  South  Pacific  countries,  particular- 
ly Australia  and  PNG,  the  key,  to  my  mind,  to  Indonesia's  relations  with  the 
South  Pacific  region  as  a  whole.  In  August  the  year  before,  Prime  Minister  of 
Australia,  Bob  Hawke  made  a  long-awaited  statement  explicitly  reaffirming 
the  recognition  accorded  by  the  previous  government  to  Indonesia's  sovereign- 
ty over  East  Timor.  Near  the  end  of  the  year  Minister  Mochtar  went  to 
Australia  for  an  apparently  successful  visit,  the  first  of  its  kind  for  almost  a 
decade.  In  fact,  there  were  expectations  that  President  Soeharto  himself  might 
visit  Australia  the  following  year. 

Within  a  few  months,  however,  hopes  for  a  steady  improvement  in  In- 
donesia's relations  with  Australia  were  shattered.  We  were  back  to  square  one. 
The  publication  of  David  Jenkin's  article  in  the  Sydney  Morning  Herald, 
which  ironically  appeared  on  the  very  day  the  Fourth  Australia-Indonesia 
Seminar  was  opened  in  Jakarta,  the  publication  of  the  book  by  Richard 
Robinson,  Indonesia:  The  Rise  of  Capital,  and  then  the  Dibb  Report,  touched 
again  some  of  the  most  sensitive  thorns  in  the  flesh  of  Indonesian-Australian 

Paper  presented  at  the  Third  Indonesia-Papua  New  Guinea  Conference,  Port  Moresby,  Oc- 
tober 26-27,  1987,  sponsored  by  Institute  of  Applied  Social  and  Economic  Research  (lASER), 
Port  Moresby;  Centre  for  Strategic  and  International  Studies  (CSIS),  Jakarta.  J.  Soedjati  Djiwan- 
dono  is  Editor  of  Analisa. 

^Jakarta  Post,  4  January  1986. 


INDONESIA  AND  THE  SOUTH  PACIFIC 


85 


relations.  We  were  faced  with  one  of  the  lowest  points  in  the  relations  between 
the  two  countries  instead  of  the  fulfilment  of  the  promise  that  the  beginning  of 
the  year  seemed  to  have  held. 

Fortunately,  the  recurring  strain  in  the  relations  between  Indonesia  and 
Australia  did  not  adversely  affect  Indonesia's  relations  with  PNG,  although 
for  some  seemingly  inexplicable  reasons  a  worsening  of  the  latter  has  frequent- 
ly affected  the  former.  By  contrast,  Indonesia's  relations  with  PNG  have 
reached  a  new  stage.  The  signing  of  a  treaty  of  friendship  and  co-operation 
between  the  two  countries  last  year  and  its  ratification  shortly  thereafter  by 
PNG  Parliament  and  then  early  this  year  by  the  Indonesian  House  of 
Representatives  promises  the  strengthening  of  relations  and  co-operation  be- 
tween the  two  countries.  It  will  serve,  in  the  words  of  the  Indonesian  Parlia- 
ment, as  a  "bridge  on  which  to  build  increasingly  harmonious  relations"  be- 
tween two  Pacific  neighbours. 

While.  Indonesia- Australian  relations  have  begun  to  pick  up  again,  it  is  for 
Indonesia  and  PNG  to  see  to  it  together  that  the  momentum  that  has  been 
created  by  the  new  phase  of  mutual  goodwill  as  manifested  by  the  treaty  of 
friendship  and  co-operation  should  not  be  lost  and  the  trend  that  has  de- 
veloped thereof  towards  better  and  closer  relations  and  co-operation  between 
the  two  countries  not  reversed.  This  dialogue  should  form  part  of  a  continuous 
joint  endeavour  to  achieve  that  objective.  It  is  for  us  to  see  to  it  that  we  will  not 
be  back  to  square  one. 

COMPATIBILITY  OF  IMAGES 

With  that  objective  in  mind,  it  is  necessary  that  we  are  able  to  learn  the 
right  lessons  from  experience  of  the  past  years  in  the  relations  between  In- 
donesia on  the  other  hand  and  Australia  and  PNG  on  the  other,  for  the  two 
sets  of  these  bilateral  relations  do  share  some,  if  -  not  all,  of  the  thorniest 
aspects.  This  would  help  to  set  the  pace  and  the  nature  of  Indonesia's  relations 
with  the  rest  of  the  South  Pacific,  since,  as  I  said  before,  Indonesia's  relations 
with  Australia  and  PNG  are  the  key  to  its  relations  with  the  countries  of  the  . 
region. 

It  has  frequently  been  suggested,  rightly,  I  think,  that  in  spite  of  a  number 
of  significant  common  interests,  these  "triangular"  relations  have  often  been 
bedevilled  by  a  great  many  difficulties  due  to  differences  in  historical 
background,  geographical  setup,  tradition,  culture  and  value  system.  A  good 
deal  of  discussions  have  b^en  addressed  to  these  questions,  not  the  least  of  all 
the  discussions  that  have  been  conducted  in  our  dialogues.  Here  I  don  not  in- 
tend  to  repeat  the  issues.^  This  is  not  to  suggest  either  that  they  do  not  exist  any 

^I  have  dealt  with  these  issues  more  extensively  in  "Indonesia's  Relations  with  Australia  and 
Papua  New  Guinea:  An  Overview,"  Indonesian  Quarterly,  vol.  XIV,  no.  3  (July  1986):  pp. 
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longer,  or  that  they  are  no  longer  important.  Indeed,  they  continue  to  exist, 
they  continue  to  be  important,  and  they  are  likely  to  give  rise  to  misunder- 
standing again  on  both  sides  causing  strain  and  tension  to  recur  in  our  rela- 
tions. 

I  do  believe,  however,  that  on  the  whole  the  point  has  been  well  taken,  the 
message  got  across.  It  is  now  the  problem  of  always  renewing  mutual  under- 
standing and  respect  that  we  have  been  able  to  promote  and  of  continuously 
disseminating  it  as  widely  as  possible  among  our  peoples  and  on  to  our  new 
generations  in  all  possible  ways.  This  is  something  that  no  one  can  or  should 
take  for  granted  in  the  relations  among  nations. 

I  am  suggesting,  nevertheless,  that  there  is  something  else  which  is  equally 
important  to  mutual  understanding  in  the  face  of  such  wide  areas  of  dif- 
ferences between  Indonesia  and  the  countries  of  the  South  Pacific.  After  all, 
differences  do  not  necessarily  constitute  obstacles  to  the  promotion  of  close, 
friendly,  and  mutually  beneficial  relations  and  co-operation  among  nations. 
Nor  should  similarities  and  commonalities  necessarily  sustain  such  relations, 
although  common  interests  may  encourage  nations  to  seek  relations  and  co- 
operation with  one  another.  The  common  language  and  similar  culture  of 
Great  Britain  and  what  is  now  the  United  States  did  not  prevent  the  war  of 
1812  and  the  American  Revolution.  Nor  did  the  common  language,  culture, 
and  religion  of  the  Spanish-speakiiig  countries  of  Latin  America  prevent  them 
from  waging  wars  with  one  another,  often  in  a  singularly  bloody  fashion.  On 
the  other  hand,  in  spite  of  their  differences  -  and  animosities  in  the  past  ~ 
the  post  war  France  and  West  Germany,  for  instance,  have  fostered  close  rela- 
tions and  co-operation  and  all  indications  are  that  they  will  continue  to  do  so 
long  into  the  future. 

In  otjher  words,  if  not  irrelevant,  similarities  or  differences  do  not  seem  to 
guarantee  a  stable,  peaceful  relationship  between  nations.  Of  no  less 
significance  seems  to  be  what  has  been  called  "compatible  self-images."-'  To 
say  that  there  is  compatibility  of  self-images  between  two  nations  is  to  say  that 
one  nation's  image  of  the  other  is  the  same  as  the  latter's  image  of  itself,  and 
the  other's  image  of  the  former  is  the  same  as  the  former's  image  of  itself. 
That  is  to  say,  if  applied  to  relations  between  Indonesia  and  the  countries  of 
the  Pacific,  particularly  Australia  and  PNG,  which  have  gone  through  fre- 
quent periods  of  strain  and  tension,  then  stable  and  peaceful  relations  are 
more  likely  to  be  maintained,  despite  real  differences  in  many  fields,  if  on  the 
one  hand  the  other  countries  share  Indonesia's  image  of  itself  as  non- 
expansionist,  non-aggressive,  etc.;  and  on  the  other  hand,  Indonesia  shares 
their  image  of  themselves  as  desirous  of  independence,  etc.,  whatever  that 
image  may  be. 

^This  concept  is  discussed  in  Kenneth  E.  Boulding,  Stab/e  Peace  (Austin  &  London:  University 
of  Texas  Press,  1978),  p.  17  ff  and  pp.  112-113. 
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Compatibility  of  self-images  is  thus  more  than  just  mutual  understanding. 
It  is  certainly  more  difficult  and  takes  much  more  time  to  promote  through 
continuous  exchange  of  views  and  information.  But  this,  over  the  long-run, 
may  be  what  we  should  seek  to  attain  i.i  our  interaction  and  intercommuni- 
cation with  one  another  to  our  own  mutual  benefit. 


INDONESIA'S  PRIORITIES 

At  the  same  press  conference  noted  at  the  beginning  of  this  paper,  Minister 
Mochtar  also  said,  seemingly  contradicting  himself  that  "Indonesia's  greater 
attention  to  this  region  should  not  be  construed  as  a  shifting  of  focus  of  In- 
donesia's foreign  policy  away  from  the  South  China  area."  He  referred  to  the 
fact  that  Indonesia  had  been  vigorously  seeking  a  settlement  of  the  Kampu- 
chean  conflict  but  had  not  been  successful  until  then. 

Thus  although  certainly  of  significance,  the  relative  importance  of 
Australia,  New  Zealand,  let  alone  PNG  and  the  other  countries  of  the  South 
Pacific,  which  are  comparatively  new  comers  in  the  international  scene,  are 
undoubtedly  less  than  that  of  the  ASEAN  states  to  Indonesia  for  historical, 
cultural,  political,  and  security  reasons.  Under  the  present  New  Order  govern- 
ment of  Indonesia,  ASEAN  has  been  the  "cornerstone"  of  its  foreign  policy, 
if  for  some  reasons  the  validity  of  this  principle  may  be  questioned  in  the 
coming  years. 

Indeed,  it  seems  difficult  to  place  the  countries  of  the  South  Pacific  in  the 
precise  order  of  priorities  of  Indonesia's  foreign  policy.  Thus  Minister 
Mochtar's  statement  on  "Indonesia  looks  East  and  Southeast"  notwith- 
standing, they  should  not  have  any  illusion  about  it.  They  have  to  compete,  as 
it  were,  with  the  rest  of  Southeast  Asia  and  the  external  great  powers.  This  is  in 
spite  of  the  fact  that  some  of  these  countries,  notably  Australia,  with  which  In- 
donesia has  maintained  generally  good  relations  since  the  days  of  our  struggle 
for  national  independence,  and  PNG,  are  among  Indonesia's  immediate 
neighbours.  After  PNG,  Indonesia  is  the  largest  recipient  of  Australia's 
foreign  aid.  And  in  the  context  of  relations  between  ASEAN  and  the  Pacific 
region,  Australia  is  one  of  ASEAN's  "dialogue  partners."  It  is  also  the  sixth 
largest  investor  in  Indonesia.  And  PNG  is  only  one  of  only  two  states  (the 
other  being  Malaysia)  having  a  common  land  border  with  Indonesia,  and  thus 
on  that  account  alone  PNG  and  Indonesia  are  very  important  to  each  other 
and  are  bound  to  have  common  problems  as  we  have  all  seen. 

Indeed,  while  it  is  definitely  an  exaggeration  to  say  that  the  South  Pacific 
countries  are  low  in  the  order  of  priorities  of  Indonesia's  foreign  policy,  there 
has  been,  in  my  view,  a  tendency  on  the  part  of  Indonesians  to  take  them  for 
granted.  This  is  certainly  not  a  very  nice  things  to  say.  But  at  the  same  time,  it 
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may  be  considered  as  in  a  sense  a  compliment  in  that  Indonesia  never  regards 
these  countries  or  the  region  of  the  South  Pacific  as  a  whole  as  a  source  of 
trouble  posing  a  threat  to  its  national  security. 

In  that  light,  perhaps  one  can  consider  all  the  difficulties  that  have  beset  In- 
donesia's relations  with  the  South  Pacific  countries,  but  more  particularly  with 
Australia  and  PNG,  over  the  past  few  years  as  having  served  a  useful  function 
after  all  in  that  they  have  aroused  Indonesia's  attention.  Thus  Minister 
Mochtar's  statement  quoted  above  may  be  regarded  as  an  attempt,  probably 
long  overdue,  to  pay  a  more  serious  attention  to  an  area  Indonesia  had  taken 
for  granted  until  then.  It  surely  does  not  mean  that  Indonesia  had  never  had 
anything  to  do  with  the  region,  especially  with  Australia,  New  Zealand,  and 
PNG.  If  the  countries  of  the  South  Pacific  can  accept  and  follow  this  way  of 
thinking  and  looking  at  themselves  from  the  point  of  view  of  Indonesia's 
foreign  policy,  then  it  may  be  a  step  in  the  direction  of  creating  compatible 
self-images  discussed  above. 


COMMONALITY  OF  INTERESTS 

It  has  been  argued  before  that  while  on  the  one  hand  similarities  may  not 
necessarily  help,  and  on  the  other,  differences  may  not  necessarily  hinder, 
commonality  of  interests  may  motivate  the  promotion  of  close  relations  and 
co-operation  among  nations  for  common  benefit.  Indeed,  if  similarities  and 
differences  are  not  always  relevant,  on  the  basis  of  common  interests  they  can 
still  be  put  to  advantage  for  the  promotion  of  such  relations  and  co-operation. 
Similarities  may  be  useful  in  smoothening  out  relations  and  co-operation, 
while  differences  may  precisely  help  enrich  one  another's  perspective,  outlook, 
culture,  and  way  of  life.  And  the  process  of  learning  from  one  another  will 
also  help  promote  compatibility  of  self-images. 

A  key  to  the  success  of  such  a  process  is  freedom  in  the  sense  that  the  pro- 
cess of  enrichment  is  not  by  forceful  imposition  by  one  nation  upon  another  of 
its  political  outlook,  cultural  values  and  orientation,  or  way  of  life.  On  such  a 
voluntary  basis  one  would  be  able  to  overcome  any  fear  or  suspicion  of  losing 
one's  identity,  cultural  values,  etc.  After  all,  in  the  continuous  process  of  in- 
teraction in  its  various  forms  and  manners  in  today's  interdependent  world 
greatly  aided  by  rapidly  advancing  technology,  every  nation  is  constantly  ex- 
posed to  contacts  with  outside  cultures.  This  will  certainly  affect  the  nature  of 
national  and  cultural  identity,  which  is  accordingly  bound  to  change  with  the 
changing  times. 

Given  such  an  attitude  towards  similarities,  but  above  all  towards  dif- 
ferences of  any  kind,  there  are  to  be  found  areas  of  common  interests  between 
Indonesia  and  the  countries  of  the  South  Pacific  region  that  will  be  good 
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reasons  for  the  promotion  of  close  and  mutually  beneficial  relations  and  co- 
operation in  many  fields.  Most  important  of  all,  both  Southeast  Asia  and  the 
South  Pacific  form  part  of  an  increasingly  important  region,  the  Pacific, 
which  has  often  been  described  as  the  region  of  the  future  in  terms  of  strategy, 
trade,  and  other  economic  activities.  Needless  to  say  that' the  region  is  rich  in 
resources,  traditions,  and  cultures. 

On  that  account,  however,  the  Pacific  will  also  constitute  an  important 
arena  of  rivalry,  perhaps  even  conflicts,  among  major  powers,  most  of  which 
are  regional  powers  of  the  Pacific,  over  influence,  friends  and  allies,  resources 
and  markets,  in  order  to  serve  their  own  strategic,  political,  and  economic  in- 
terests at  the  expense  of  the  interests  of  the  other  weaker,  smaller  nations  of 
the  region,  until  and  unless  arrangements  are  in  place  for  the  proper  manage- 
ment of  their  relations.  It  is  clear  that  in  the  face  of  such  a  prospect  the  coun- 
tries of  Southeast  Asia,  including  Indonesia,  and  those  of  the  South  Pacific 
have  a  common  interest  in  maintaining  their  national  independence,  aspira- 
tions, and  identities.  They  share  the  desire  not  to  get  involved  in  such  a  rivalry 
or  to  be  objects  thereof,  let  alone  victims  of  possible  conflicts  that  may  arise 
therefrom. 

Such  an  area  of  common  interest  has  been  manifested  in  the  desire  of  both 
regions  for  the  establishment  of  a  nuclear-weapons-free  zone  for  the  South 
Pacific  and  Southeast  Asia.  If  the  pace  and  manner  of  implementation  of  such 
an  ideal  may  differ  between  the  two  regions  for  reasons  of  their  own,  the 
underlying  -motivation  basically  remains  the  same.  Consultations  and  ex- 
change of  views  on  the  matter  between  the  two  regions  would  serve  their  com- 
mon strategic  interest.  In  order  to  pursue  their  national  developments  for  the 
prosperity  and  progress  of  their  peoples,  the  countries  of  both  regions  need  a 
stable,  peaceful,  and  secure  environment.  Pending  an  agreement  between  the 
great  powers,  particularly  the  superpowers,  on  properly  managing  the  overall 
relationship  so  as  to  prevent  the  outbreak  of  an  armed  conflict,  which  in  the 
light  of  their  power  of  destruction  would  mean  the  end  of  all  humanity,  that 
would  be  the  most  and  probably  the  best,  that  the  countries  of  both  regions 
could  do. 

The  reluctance  of  certain  major  (nuclear)  powers  to  approve  of  such  a  pro- 
posal is  understandable,  if  regretable.  One  would  hope,  however,  that  even  the 
very  idea  itself  would  help  to  bring  pressure  to  bear,  at  least  in  the  moral  sense, 
on  those  great  powers  to  continue  to  make  serious  efforts  at  the  conclusion  of 
such  an  agreement.  At  all  events,  they  should  be  made  more  aware,  that  the 
friendship  and  co-operation  of  at  least  the  countries  of  Southeast  Asia  and  the 
South  Pacific,  though  offered  in  earnest  and  in  good  faith  for  mutual  benefit, 
may  not  simply  be  taken  for  granted. 
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FRAMEWORK  OF  CO-OPERATION:  A  CONCLUSION 

Efforts  should  continue  to  be  made  to  find  wider  areas  of  common  interest 
between  the  countries  of  Southeast  Asia  and  the  South  Pacific  that  would  bind 
them  more  strongly  together.  While  not  all  of  them  may  share  a  common 
strategic  outlook,  perception  of  national  and  regional  security  and  foreign 
policy  orientation,  they  certainly  share  a  common  interest  in  the  creation  and 
maintenance  of  regional  stability  that  comprises  the  region  of  Southeast  Asia 
and  the  South  Pacific. 

If,  indeed,  on  account  of  such  differences  or  for  other  reasons  they  may 
not  be  involved  in  a  regional  co-operation  such  as  ASEAN,  at  least  the  princi- 
ple of  good  neighbourly  relations  and  cio-operation  that  underlies  Indonesia's 
commitment  to  ASEAN  may  be  applied  in  the  bilateral  relations  and  co- 
operation between  not  only  Indonesia  but  also  the  countries  of  Southeast  Asia 
on  the  one  hand  and  the  countries  of  South  Pacific  on  the  other.  Such  a 
framework  of  relationship  and  co-operation  will  enable  the  countries  of  both 
regions  to  make  a  meaningful  contribution  to  the  stability  and  security  of  the 
Pacific  region  as  a  whole  and,  indeed,  the  world  at  large. 


The  Application  of  Sophisticated 
Technologies  in  Developing  Countries: 

The  Case  of  Indonesia 


B.J.  HABIBIE 


I 

The  21st  century  is  believed  to  be  the  century  of  the  Pacific  Basin.  In  the 
course  of  time  the  centre  of  world  economic  activity  has  moved  from  around  a 
sea  to  around  a  bigger  ocean:  from  the  Mediterranean  Sea  to  the  Atlantic 
Ocean.  This  broadening  has  not  occured  by  chance.  This  enlargement  is  close- 
ly related  to  the  development  of  technology,  especially  communication  and 
transport  technology.  And  with  the  increasing  speed  of  developments  in  these 
two  technologies,  it  might  well  be  that  today  we  are  on  the  verge  of  a  next  tran- 
sition to  an  even  larger  basin  around  the  world's  largest  ocean,  the  Pacific 
Ocean.  This  is  the  opportunity  and  the  challenge,  and  it  is  well  for  us  to  cast 
our  reflections  on  the  possibilities  opened  to  us  at  these  historic  moments  in 
the  existence  of  humanity. 

Before  dealing  with  the  application  of  technology  and  in  particular,  of 
sophisticated  technology  to  developing  countries,  it  would  be  well  for  me  to 
explain  my  personal  view  of  technology  in  the  framework  of  nation  building. 

People  cannot  possibly  be  separated  from  technology:  technology  is  con- 
tained within  them  and  in  their  way  of  life  in  society.  On  the  other  hand, 
technology  cannot  be  divorced  from  people:  technology  exists  only  because  of 
human  creation.  The  ability  of  people  to  think  systematically,  analytically,  in 
depth  and  long-term  produces  science.  Science  gives  birth  to  technology,  i.e., 
scientifically-based  methods  of  producing  goods  and  services.  People  make 
use  of  technology  to  improve  added  value  processes,  i.e.,  processes  to 

Key  note  address  presented  at  the  Centennial  Conference  "Pacific  2000:  Global  Challenge," 
The  International  Herald  Tribune  Singapore,  November  12,  1987.  Prof.  Dr.  -Ing.  B.J.  Habibie  is 
Minister  of  State  for  Research  and  Technology,  Chairman  Agency  for  the  Assessment  and  Ap- 
plication of  Technology,  Chairman  National  Research  Council  Republic  of  Indonesia. 
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transform  raw  materials  and  intermediate  goods  into  finished  products  having 
a  higher  value.  Technology  is  important  because  it  constitutes  the  major 
motive  force  of  these  value  added  processes.  In  turn,  these  added  value  pro- 
cesses themselves  are  continuous,  complex  processes  and  can  only  be  called 
successful  if  the  use  of  machinery,  the  skill  of  people  and  of  material  can  fully 
be  integrated  by  technology  so  as  to  produce  goods  and  services  which  have  a 
higher  value  than  raw  materials  and  other  inputs.  Because  of  this  integrative 
nature,  in  whatever  economic  process,  technology  constitutes  the  most  decisive 
element  in  added  value  processes.  The  more  efficient  and  productive  the  value 
added  processes,  the  higher  the  standard  of  living.  Increased  standards  of 
living  give  rise  to  new  ways  of  thinking  and  even  more  advanced  science  and 
technology  and  so  on. 

And  thus  a  spiral  is  created  between  the  level  of  development  of  technology 
due  to  the  standard  of  living  of  the  people  and  people's  living  standard  because 
of  levels  of  development  in  technology. 

From  what  has  been  said  a  simple  but  sufficiently  important  conclusion 
can  be  drawn. 

The  conclusion  is:  the  presence  of  technology  in  people's  social  hfe  means 
the  presence  of  the  possibility  of  their  increasing  their  capability  to  produce 
and  increase  their  standard  of  living  in  theij  respective  societies. 

This  is  true  for  all  people  living  in  societies,  whether  in  Europe  or  in  Asia, 
in  Japan  or  in  Africa,  whether  in  North  America  or  Latin  America,  whether  in 
advanced  or  in  developing  countries. 

This  means  that  every  society  on  this  earth  has  the  opportunity  to  develop 
itself  as  a  nation  if  and  as  long  as  it  is  provided  with  technology. 

Because  of  this  on  several  other  occasions  among  others  in  Tokyo  in  1982', 
I  have  said  that  science  and  technology  is  the  key  to  the  improvement  of  added 
value  processes  needed  by  every  society  in  the  process  of  nation  building. 

In  my  view,  a  society  can  only  be  called  a  nation  if  it  has  the  ability  to 
develop  a  common  identity  as  well  as  a  philosophy  of  Hfe,  to  develop  a  distinct 
life  style  and  modes  of  co-operation  and  of  living  together,  and  realise  its 
economic,  cultural  and  political  potential  as  a  distinct  unified  entity. 

"Nationhood"  is  much  more  than  the  possession  of  the  formal  require- 
ments of  political  independence.  Nationhood  in  this  sense  is  characterised  by 
the  capability  of  a  society  to  stand  on  its  own  economically^the  ability  to  de- 
fend its  cultural  identity  as  well  as  to  have  the  power  to  defend  its  political  in- 

'B.J.  Habibie,  "Science,  Technology  and  Nation  Building,"  Address  delivered  to  the  Inter- 
national Symposium  on  Energy  and  International  Co-operation:  Choices  for  the  2Ist  Century, 
Tokyo,  Japan,  March  1982. 
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tegrity.  Economically,  this  involves  the  ability  to  produce  the  goods  and  ser- 
vices itself  needs  as  well  as  the  goods  and  services  needed  by  the  world  market 
to  be  exchanged  with  those  it  requires  but  which  it  cannot  itself  produce. 

The  key  to  all  this  is  the  capability  to  obtain  as  well  as  to  develop  techno- 
logy. Without  this  capability  the  possession  of  even  abundant  natural 
resources  will  not  constitute  a  controllable  asset.  On  the  other  hand,  given  the 
mastery  of  sdence  and  technology,  the  scarcity  of  natural  resources  will  not 
constitute  an  insurmountable  obstacle. 


II 

This  year  in  Yugoslavia  the  United  Nations  held  an  official  ceremony 
marking  the  birth  of  the  five  billionth  member  of  the  world's  population.  The 
total  population  of  the  member  countries  of  the  Organisation  of  Economic 
Co-operation  and  Development  (OECD)  does  not  exceed  600  million.  It  can 
thus  be  said  that  not  more  than  12  per  cent  of  the  world  population  today  live 
in  advanced  countries  with  sophisticated  technologies  and  enjoy  high  living 
standards  while  eighty  eight  per  cent  of  the  world  population  live  in  countries 
with  intermediate  or  low  incomes. 

In  the  meantime,  modern  technology  communication  and  transportation 
has  made  the  world  smaller.  Technology  has  made  the  world's  economic  in- 
frastructure more  complete.  Information  networks  have  made  possible  the 
rapid  flow  of  information  from  one  part  of  the  world  to  another.  Whatever 
happens  in  this  world  can  be  rapidly  known  anywhere.  Data  processing  and  in- 
formation analysis  facilities  have  made  possible  the  making  of  policies  which 
directly  or  indirectly  influence  the  development  of  the  economies  and  the 
standard  of  living  of  societies  in  particular  parts  of  the  world.  In  addition,  the 
spread  of  transportation  networks  have  made  the  life  of  one  nation  and 
another  increasingly  interconnected.  And  with  this  increased  interconnection, 
wars,  natural  disasters,  and  any  important  event  in  wherever  corner  of  the 
world  it  occus  will  influence  lives  in  other  corners. 

This  development  has  made  the  world,  including  the  eighty  eight  per  cent 
of  its  population  living  in  less  than  fully  developed  countries,  more  aware  of 
what  can  be  made  possible  by  technology  today. 

In  this  progressively  shrinking  world  it  is  increasingly  unrealistic  and  for 
highly  educated  and  highly  cultured  people  increasingly  irresponsible,  to 
assume  as  if  in  the  world  in  which  they  live  there  are  no  people  who  still  have 
inadequate  standards  of  living,  and  to  cast  an  eye  at  their  misfortune  with  in- 
difference. The  rise  in  living  standards  and  the  progress  of  culture  in  advanced 
countries  should  increase  the  sense  of  shared  responsibility  for  the  conditions 
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of  people  in  less  developed  countries  regardless  of  skin  color,  sex,  race  and 
religion. 

There  is  therefore  no  strong  reason  to  restrict  the  opportunities  for  the  still 
underdeveloped  population  of  the  world  to  acquire  modern  technology  and 
use  it  to  overcome  the  problems  of  life  which  they  face  today  and  in  the  future. 
Except  for  defence  related  technologies,  there  is  no  strong  reason  for  societies 
in  advanced  countries  to  be  reluctant  to  transfer  their  technology  to  other  peo- 
ple especially  to  developing  countries. 

Given  the  pressure  of  the  concrete  problems  of  life  faced  by  the  under- 
developed part  of  the  world,  there  is  no  great  use  to  classify  technology  into 
"elementary  technology,"  "intermediate  technology,"  "high  technology," 
"appropriate  technology"  and  "sophisticated  technology"  as  is  frequently 
made  by  people  who  do  not  work  with  technology  every  day  by  the  minute  and 
who  base  their  classification  only  on  observing  the  work  of  other  people  who 
wrestle  with  technology  every  day. 

The  conclusion  drawn  subsequently  as  if  technologies  appropriate  to  cer- 
tain contemporary  countries  in  Asia,  Africa  or  Latin  America  with  still 
relatively  primitive  ways  of  life,  are  technologies  which  are  also  primitive,  will 
not  help  these  primitive  countries  very  much  either. 

To  say  that  to  map  and  to  make  an  inventory  of  their  natural  resources, 
countries  with  primitive  living  standards  may  not  avail  themselves  of  remote 
sensing  because  it  is  regarded  as  being  too  advanced  for  them,  is  to  sentence 
these  countries  to  continue  being  primitive.  To  say  that  for  them  the  appro- 
priate technology  to  tackle  disease  is  primitive  health  technology,  is  to  perpe- 
tuate their  misery.  To  say  that  to  forecast  the  weather,  to  eradicate  pests,  to 
overcome  natural  disasters,  to  obtain  clean  water,  to  raise  food,  agriculture 
productivity  etc  countries  with  primitive  standards  of  living  should  better  use 
primitive  technology  only  also  strengthens  the  vicious  circle  between  ignorance 
and  poverty. 

It  is  far  more  useful  to  ask  which  technology  can  solve  a  particular  concrete 
problem  without  caring  whether  the  appropriate  technology  (in  the  sense  of 
being  useful  to  solve  the  problem)  is  primitive,  intermediate,  advanced  or 
sophisticated,  and  without  questioning  where  these  technologies  have  first 
been  developed. 

It  is  far  more  constructive  to  believe  that  with  thorough  preparation  and 
counseling,  the  capability  of  any  society  anywhere  can  be  increased  so  that  it 
can  undertake  a  leap  in  its  reasoning  ability  and  the  powers  of  its  imagination 
to  master  even  the  most  sophisticated  science  and  technology  appropriate  and 
useful  for  the  solution  of  concrete  problems  which  it  faces  in  its  daily  life  and 
to  improve  its  added  value  processes. 
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III 

It  is  clear  from  what  has  been  mentioned  earlier  that  sophisticated  techno- 
logy is  not  a  special  right  for  the  exclusive  use  by  advanced  nations. 

There  is  another  reason. 

The  scenario  for  the  world  division  of  labour  has  changed  from  what  was 
true  in  the  era  before  the  emergence  of  newly  independent  countries  around 
the  end  of  World  War  II.  In  that  era,  the  division  of  world  labour  was  relative- 
ly simple.  In  undeveloped  areas,  cheap  labour  was  used  to  process  natural 
resources  into  raw  materials  for  industry  in  the  developed  parts  of  the  world  to 
be  made  into  products  marketed  to  other  countries  and  regions  including  the 
raw  material  suppliers.  The  processing  of  raw  material  into  final  products  was 
carried  out  with  more  advanced  technology  using  higher  skilled  labour  force 
and  because  of  it,  more  expensive  technology.  Part  of  the  added  value  thus 
created  was  used  in  research  and  development  to  improve  the  technology  and 
to  develop  new  technology.  Through  new  and  improved  technology  the  pro- 
ductivity and  efficiency  of  added  value  processes  could  be  increased,  produc- 
tion costs  decreased,  the  variety  of  products  widened  and  their  quality  in- 
creasingly improved. 

It  will  not,  however,  be  necessary  to  describe  this  process  in  detail.  Un- 
doubtedly people  know  it  sufficiently  and  can  relate  their  own  account  of  how 
rapidly  the  development  of  technology  in  several  areas  such  as  personal 
transport,  consumer  electronics  and  others  has  brought  real  benefits  in  pro- 
viding higher  quality  products  at  prices  lower  than  those  of  several  decades 
ago. 

Today,  conditions  have  changed. 

The  market  for  sophisticated  technology  products  such  as  watches,  radios, 
photographic  equipment,  recording  equipment,  motor  vehicles,  aircraft, 
ships,  communication  satellites,  cement  factories,  fertiliser  factories  and 
others  can  no  longer  be  limited  to  advanced  countries.  Because  of  rising  prices 
for  skilled  personnel,  software  and  hardware,  the  funds  for  the  research  and 
development  needed  to  further  develop  technology  are  too  large.  The  market 
must  be  widened  to  include  developing  countries.  Through  their  purchases  the 
low-income  population  of  the  world  have  to  be  involved  in  the  funding  of 
research  and  development  of  sophisticated  technology  industries. 

But  the  low-income  population  of  the  world  can  become  a  big  market  and  a 
significant  donor  of  high  technology  industry  research  and  development  funds 
only  if  its  income  and  purchasing  power  rise.  The  increase  of  its  purchasing 
power  through  the  provision  of  commercial,  soft,  and  even  very  soft  loans  is 
not  of  sufficient  significance  compared  to  the  increase  of  income  through  pro- 
ductivity increases,  in  other  words,  through  the  improvement  of  added  value 
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processes.  This  improvement  of  added  value  processes  can  happen  only  with 
the  enhancement  of  technology. 

This  means  that  it  is  not  only  the  developing  countries  which  are  interested 
in  technology  transfer.  For  the  sake  of  widening  their  market,  advanced  coun- 
tries themselves  have  an  interest  in  transferring  their  technology  to  developing 
countries.  The  raising  of  the  standards  of  living  of  the  societies  of  developing 
countries  is  not  only  in  the  interest  of  developing  countries  themselves.  It 
becomes  the  interests  of  advanced  countries  as  well.  Even  the  most  sophisti- 
cated technology  cannot  any  more  be  the  exclusive  property  of  advanced  coun- 
tries. 

These  changed  conditions  are  as  yet  not  generally  known. 

Both  in  advanced  as  well  as  in  the  developing  countries  there  is  still  a 
large  number  of  people  who  think  that  the  welfare  of  a  nation  is  very  much 
dependent  on  the  existence  of  natural  resources.  But  modern  economic  and 
industrial  history  have  given  us  the  experience  of  Japan  and  South  Korea 
as  two  concrete  examples  which  demonstrate  that  without  having  meaningful 
natural  resources  a  country  can  still  continuously  raise  its  welfare  by  relying  on 
skilled  human  resources  and  appropriate  and  useful  technology,  from  simple 
to  sophisticated  ones.  It  is  with  such  technologies  that  people  can  be  developed 
into  high  value  always  renewable  resources  for  added  value  processes. 
Through  this  process  of  development,  Japan  and  Korea  have  not  only  been 
able  to  raise  the  standards  of  living  of  their  own  people  but  have  also  given 
their  contribution  to  the  increase  in  world  standards  of  living.  Experience  also 
shows  how  some  natural  resource  rich  countries  which  only  relied  on  their 
natural  resources  and  neglected  efforts  to  change  their  human  resources  into 
an  economic  potential  through  technology  improvement,  have  shown  them- 
selves unable  to  develop  themselves  and  contribute  to  the  welfare  of  the  world. 

Obviously,  the  transfer  of  technology  from  persons,  groups,  organisations, 
groups  of  organisations  and  societies  to  other  persons,  groups,  organisations, 
groups  of  organisations  and  societies  cannot  be  carried  out  as  such. 

For  it  to  be  successful  it  is  necessary  to  show  appropriate  attitudes,  to  har- 
monise the  interests  of  technology  transferor  and  technology  receiver,  and  to 
undertake  careful  preparations  to  overcome  constraints  both  on  the  side  of  the 
transferor  and  on  the  side  of  the  receiver. 

Both  parties  must  be  friendly  towards  each  other. 

Technology  cannot  be  transferred  simply  by  the  holding  of  international 
conferences  which  after  villifying  the  advanced  high  technology  possessing 
countries,  pass  resolutions  that  the  technologies  of  the  advanced  countries 
must  as  quickly  as  possible  be  transferred  to  developing  countries  without 
charge. 
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Methods  such  as  these  not  only  do  not  respect  but  even  assume  the  non- 
existence of  expenditure"  of  time,  effort,  capital,  resources  and  other  in- 
tangibles which  have  been  undertaken  by  technology  proprietors  to  develop 
them.  Such  methods  also  completely  do  not  provide  any  incentive  to  technolo- 
gy proprietors  to  transfer  them. 

An  attitude  of  friendship  constitutes  the  basis  for  any  effort  to  harmonise 
the  interests  to  both  parties. 

In  general,  the  biggest  incentive  for  technology  proprietors  to  transfer 
them  is  the  opportunity  to  widen  their  markets,  to  increase  their  sales  volume 
and  raise  research  and  development  funds  to  further  advance  technology, 
among  others  through  research  and  development  co-operation  programmes 
between  technology  transferors  and  technology  receivers. 

In  addition,  it  is  common  for  technology  proprietors  to  have  the  following 
interests. 

First,  to  compensate  for  the  expenditure  of  time,  effort,  skill  and  other 
scarce  resources  to  obtain  their  technology,  proprietors  have  an  interest  in 
direct  and  indirect  incentives  for  their  transfer.  Direct  incentives  usually  take 
the  form  of  license  fees  and  royalties.  "As  an  indirect  incentive  it  should  be 
demonstrated  to  ^proprietors  that  their  technologies  are  being  used  properly  so 
that  the  technology  receiver  not  only  becomes  stronger  and  more  skilled  but 
also  increases  in  purchasing  power  so  that  through  increased  purchases  of 
goods  and  services  from  the  technology  transferor,  the  receiver  can  contribute 
to  the  funding  of  research  and  development  by  the  transferor. 

Second,  the  property  rights  of  technology  owners  over  the  technologies 
they  have  developed  must  be  protected.  The  existence  of  a  framework  of  laws 
and  regulations  which  sufficiently  guarantees  intellectual  property  and  patent 
right  protection  constitutes  one  of  the  necessary  preparations  to  be  made  by 
the  technology  receiver. 

Third,  technology  transferors  hope  that  the  transfer  of  their  technology 
will  not  result  in  job  losses.  To  fulfill  this  aspiration  it  is  necessary  to  under- 
take a  division  of  labour  between  the  technology  transferor  and  receiver  on  the 
basis  of  the  consideration  of  macro  and  micro  economic  factors  on  both  sides 
so  that,  in  my  personal  opinion,  say,  forty  to  sixty  per  cent  of  value  added  is 
carried  out  by  the  technology  receiver  while  the  remainder  is  undertaken  by  the 
technology  transferor.  This  way  both  parties  will  complement  each  other  and 
jointly  contribute  to  the  research  and  development  costs  of  their  partner. 

In  addition  to  the  division  of  labour  in  added  value  processes,  it  is 
necessary  to  also  share  the  market.  The  technology  transferor  must  be  gua- 
ranteed that  the  technology  receiver  will  not  compete  with  it  in  its  own  market, 
while  the  technology  receiver  must  be  given  sole  marketing  rights  in  its 
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domestic  market  and/or  in  the  region  surrounding  its  domestic  market. 

Finally,  technology  proprietors  only  will  transfer  technology  if  they  are 
convinced  that  between  them  and  technology  receivers  a  relation  of  mutually 
profitable  long-term  co-operation  will  be  formed.  Only  under  such  conditions 
will  they  be  moved  to  share  knowledge  and  economic  resources. 

On  the  other  hand,  the  technology  receiver  also  has  certain  interests. 

First;  the  receiver  must  be  guaranteed  that  the  technology  it  receives  under 
several  division  of  labour  and  market  sharing  conditions  is  really  a  state  of  the 
art  technology. 

Second,  the  technology  receiver  must  be  guaranteed  that  by  paying  cer- 
tain service  charges,  it  will  always  obtain  the  most  recent  information  re- 
garding the  latest  developments  in  these  state  of  the  art  technologies. 

Third,  the  economic  and  human  resources  of  the  technology  receiver 
must  be  involved  in  the  further  development  of  these  technologies. 

.  And  fourth,  like  the  technology  transferor,  also  the  technology  receiver 
rhust  be  convinced  that  between  him  and  the  transferor  mutually  profitable 
long-term  co-operation  is  possible. 

Finally,  for  technology  transfer  to  be  successful,  it  is  necessary  to  undertake 
mature  preparations.  It  can  be  said  in  general  that  resolutions,  declarations, 
memoranda  of  understanding  and  official  decisions  are  not  sufficient  prepara- 
tions. It  is  much  more  useful  for  preparations  to  be  geared  towards  efforts  to 
overcome  certain  constraints  both  on  the  receiving  end  as  well  as  on  the 
technology  transferring  side.  Some  of  these  constraints  are  internal;  others  are 
more  external  in  nature. 

A  major  internal  constraint  faced  by  the  technology  receiver  is  that  its 
labour  force  has  usually  just  completed  their  formal  education  and  lacks  prac- 
tical experience.  In  addition,  the  added  value  processes  undertaken  by  the 
receiver  lack  the  integration  usually  found  in  the  modern  organisations  of  the 
technology  transferor.  In  advanced  countries  workers  can  usually  be  relied 
upon  to  know  their  job  thoroughly  and  the  interconnection  between  their  jobs 
and  others  in  the  factory.  This  is  not  the  case  in  a  developing  country.  Because 
of  this  factories  in  developing  countries  have  to  undertake  additional  invest- 
ment in  infrastructure,  plant  facilities,  in  education  and  training,  in  systems 
and  work  procedures  etc.  in  the  effort  to  change  themselves  into  what  is  called 
"technology  carriers."  All  this  exert  impacts  on  the  cost  of  production. 

It  is  usual  for  developing  countries  to  rely  on  their  inexpensive  labour.  It  is 
true  that  under  certain  conditions  labour  cost  including  overhead  in  develop- 
ing countries  may  only  be  10  per  cent  of  the  labour  cost  in  advanced  countries. 
But  the  productivity  and  efficiency  of  labour  in  developing  countries  is  not  as 
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high  as  that  of  the  experienced  labour  force  in  advanced  countries.  And  we 
should  not  forget  that  labour  cost  is  only  a  part  of  total  production  cost. 

Let  us  say  that  ~  here  I  am  taking  only  crude  average  numbers  ~  total 
manufacturing  production  cost  can  be  divided  into  labour  cost  amounting  to 
33,33  per  cent  of  total  cost,  cost  of  material  and  vendor  items  amounting  to 
43,33  per  cent,  and  machine  hours  cost  amounting  to  the  remaining  23,33  per 
cent  of  total  cost.  This  cost  composition  imphes  that  with  labour  cost  of  only 
10  per  cent  of  that  in  advanced  countries,  developing  countries  can  at  the 
maximum  only  save  up  to  30  per  cent  of  total  cost,  --  as  long  as  material  and 
vendor  item  cost  and  machine-hour  cost  are  the  same  as  that  in  advanced 
countries. 

But  this  is  rarely  the  case. 

It  is  impossible  for  material  and  vendor  item  costs  in  developing  countries 
to  be  lower  than  in  advanced  countries.  There  are  many  reasons  for  this.  One 
major  reason  is  the  long  distance  between  the  factory  and  sources  of  material 
and  vendor  items  overseas  and  the  inefficiency  of  domestic  transport  systems 
resulting  in  longer  lead  times  than  those  in  advanced  countries.  In  addition, 
because  different  from  certain  advanced  industrialised  countries  such  as 
Japan  and  the  United  States  of  America,  in  developing  countries  "just  in 
time"  supply  systems  have  not  been  estabhshed,  material  and  vendor  item  in- 
ventory levels  are  necessarily  higher,  in  some  cases  up  to  3  months  of  produc- 
tion. 

It  is  clear  that  except  when  higher  material,  vendor  item,  and  machine-houf 
costs  can  be  compensated  by  savings  in  labour  cost  of  at  the  most  30  per  cent 
of  total  cost,  there  is  no  economic  reason  to  produce  in  developing  countries. 
Prices  of  goods  produced  will  be  higher  than  prices  of  similar  goods  produced 
abroad:  firms  must  be  subsidised  by  the  customer  society. 

In  addition  to  these  internal  constraints,  technology  receivers  also  face  the 
external  constraints  of  society  and  government  attitudes. 

Today,  through  the  educational  system  and  the  system  of  articulating  the 
will  of  society,  the  institutional  structure,  the  attitude  of  labour,  and  the 
framework  of  rules  and  regulations  of  developing  countries  still  reflects  the 
orientation  of  its  society  towards  agriculture,  trade,  and  services.  There  is  as 
yet  little  reflection  of  an  orientation  towards  industry.  Yet  the  objective  is  a 
society  which  is  oriented  towards  agriculture,  trade,  services  and  industry. 

This  is  the  largest  external  obstacle  technology  receivers  in  developing 
countries  face  today. 

If  government  regulations  are  not  properly  prepared  to  support  the  process 
of  production  increase  through  technology  transfer,  the  struggle  of  managers. 
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workers,  technology  innovators,  and  entrepreneurs  and  their  efforts  to  create 
fruitful  co-operation  with  their  technology  transferring  partners  will  be  in 
vain.  Internal  savings  in  production  cost  will  be  nullified  by  increased  costs 
due  to  obstacles  and  delays  caused  by  external  factors. 

Because  of  this  it  is  necessary  to  also  make  improvements  in  the  external 
business  environment,  especially  in  the  framework  of  laws  and  regulations  and 
in  the  orientation  of  society  in  general. 

Not  only  the  governments  of  technology  receiving  countries  must  improve 
themselves.  Also  the  governments  of  technology  transferring  countries  could 
properly  give  more  support  to  the  process  of  technology  transfer,  by  applying 
appropriate  tax,  labour,  and  credit  regulations,  by  instituting  financial  and 
technical  assistance  programmes,  and  even  By  providing  incentives  to  business 
units  seekihg  opportunities  to  transfer  their  technology  to  firms  in  developing 
countries  in  pursuit  of  the  future  world  economic  scenario  which  I  have  sket- 
ched earlier.  Incentives  must  .also  be  given  to  developing  countries  which  seek 
to  receive  technology  and  have  policies  and  views  of  their  economic  future 
which  are  in  agreement  to  those  of  the  donor  countries.  These  incentives  can 
take  the  form  of  educational  assistance,  technical  assistance,  the  provision  of 
guarantees,  etc. 

All  of  this  must  be  properly  prepared.  Without  adequate  preparation, 
technology  transfer  will  only  resemble  pouring  water  into  leaking  buckets. 


IV 

Should  all,  as  sketched  earlier,  be  carried  out  properly,  new  technologies 
will  be  transferred  and  productivity  and  production  will  rise. 

Experience  shows  that  in  time,  with  appropriate  production  planning, 
previously  high  material  and  of  vendor  item  costs  can  be  lowered  to  a  maxi- 
mum of  10  per  cent  higher  than  similar  costs  in  advanced  countries.  With  in- 
creasing production  stability  an  increasing  number  of  components  and 
material  producers  will  relocate  to  developing  countries.  With  this  develop- 
ment, costs  can  be  lowered  further  so  as  to  approach  the  material  and  vendor 
item  costs  in  advanced  countries. 

Slowly  or  rapidly,  depending  on  the  speed  of  the  increase  of  their  produc- 
tion planning  and  control  capability  and  of  the  skill  of  their  workers,  the  com- 
parative disadvantage  of  developing  countries  in  material  and  vendor  item  cost 
will  decrease.  On  the  other  hand,  slowly  or  rapidly,  their  comparative  advan- 
tage in  labour  cost  will  disappear.  Their  labour  will  demand  higher  wages. 
Their  levels  of  aspirations  will  rise.  They  will  be  more  skilled  and  experienced. 
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All  this  mtist  be  reflected  in  larger  renumeration  packages.  This  is  precisely  the 
objective  of  development.  With  all  this,  in  time  production  costs  and  prices  of 
manufactured  products  will  be  the  same  in  the  whole  world. 

What  will  be  different  at  that  time  will  be  the  volume  of  production,  of 
sales,  of  employment  and  of  wage  levels.  All  these  will  have  increased  highly. 
The  level  of  welfare  of  all  nations  will  have  increased  vastly.  The  international 
division  of  labour  will  be  completely  different  from  that  of  a  few  decades  ago. 
This  division  of  labour  will  be  vastly  more  equal  and  will  be  felt  to  be  vastly 
more  just:  no  longer  will  there  be  countries  which  only  serve  as  raw  material 
suppliers  and  as  markets  for  manufactures  while  certain  other  countries  gain 
the  added  value  of  production  and  the  advanced  technology  upon  which  it  is 
based.  The  international  division  of  labour  will  be  based  on  the  different 
political,  economic  and  social  considerations.  The  part  of  the  world  popula- 
tion classified  as  being  advanced  will  rise  from  12  per  cent  to  88  per  cent  while 
the  poor  part  of  the  world  population  will  decrease  to  12  per  cent.  All  nations 
will  contribute  to  further  technology  advancement  and  welfare  increase  for  the 
benefit  of  all. 

Such  a  world  will  be  a  much  better  place  to  live  than  our  world  today.  Rela- 
tions between  nations  will  be  more  harmonious.  Economic  and  social  integra- 
tion between  countries  will  be  higher.  There  will  be  more  co-operation  between 
countries.  Each  will  be  able  to  contribute  more  to  this  co-operation,  whether  in 
science  and  technology,  in  production,  or  in  marketing  and  in  economics  in 
general. 

The  signs  of  development  in  this  direction  can  be  seen  even  today. 

The  volume  of  trade  between  advanced  countries  one  another  and  between 
advanced  countries  and  newly  industrialising  countries  is  far  larger  than  that 
between  advanced  countries  and  raw  material  producing  developing  countries. 

Which  of  the  developing  countries  can  increase  their  production  of 
sophisticated  technology  products  through  technology  transfer? 

Apparently,  the  ones  that  will  be  able  to  do  so  are  those  of  the  developing 
countries  which  in  addition  to  thoroughly  understanding  the  process  of  so- 
phisticated technology  transfer  and  development  for  added  value  processes, 
also  have  economic  stability,  political  stability  as  well  as  a  controllable 
domestic  market. 

Despite  their  understanding  of  the  process  of  increasing  production 
through  technology  transfer,  developing  countries  which  do  not  have  political 
stability,  do  not  have  economic  stability,  and  which  do  not  control  a  domestic 
market  of  sufficient  size,  will  find  it  difficult  to  increase  and  widen  their  pro- 
duction through  technology  improvements. 
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The  reasons  for  this  are  simple  and  which  I  have  already  explained  on  other 
occasions.^ 

The  attempt  to  increase  production  through  the  transfer  of  sophisticated 
technology  requires  consistent  and  thorough  efforts  to  apply  particular  pro- 
duction programmes.  These  programmes  are  distinct  because  they  must  fulfill 
two  conditions. 

The  first  condition  which  is  necessary  but  not  sufficient  is  that  it  must  be 
possible  to  implement  progressive  manufacturing  plans.  This  means  that  it 
must  be  possible  to  decompose  the  production  programmes  into  steps  which 
enables  the  progressive  penetration  of  the  technology  being  used.  In  this,  levels 
of  penetration  into  the  technology  are  measured  by  the  percentage  of  domestic 
added  value  produced  by  tfie  technology  receiving  firm  in  the  value  of  the  total 
product.  Steps  of  penetration  are  measured  in  terms  of  production  volume  by 
tying  the  progress  of  technology  transfer  to  the  numbers  of  goods  produced 
and  not  by  setting  time  targets. 

Thus,  successively  deeper  penetration  into  technology  means  that  the  larger 
the  production  volume  the  greater  the  percentage  of  domestic  value-added  ob- 
tained by  the  technology  receiving  firm  or  country. 

The  objective  of  progressive  manufacturing  plans  is  to  develop  the  techno- 
logical capability  level  of  the  technology  receiving  firm  so  as  to  be  able  to  pro- 
duce the  same  added  value  percentage  obtained  by  the  technology  transferriftg 
firm.  For  aircraft  manufacturers,  for  instance,  this  means  an  added  value  of 
40  to  60  per  cent  of  the  total  value  of  the  aircraft,  because  it  is  far  cheaper  to 
purchase  components  such  as  engines,  avionic  systems  etc.  from  specialised 
companies  rather  than  producing  these  themselves. 

The  second,  necessary  and  sufficient,  condition  which  must  be  fulfilled  by 
the  programmes  is  that  the  products  or  product  groups  manufactured  must  be 
competitive  in  the  market.  For  this,  several  requirements  must  be  met. 

First,  the  scale  ofl 4)roduction  must  approach  optimum.  Secondly,  the 
quality  of  production  as  well  as  that  of  after  sales  service  must  be  reliable.  To 
meet  these  two  requirements  it  is  necessary  for  the  producer  to  be  given  tem- 
porary protection.  In  other  words,  the  market  for  the  products  must  be  con- 
trollable. 

It  is  impossible  for  the  scale  of  production  to  approach  optimum  if  the 
volume  of  sales  is  limited.  Also,  skills  in  production  as  well  as  after  sales  ser- 
vice cannot  be  grown  instantly  after  producing  just  a  few  items. 


^B.J.  Habibie,  "Some  Thoughts  on  a  Strategy  for  the  Industrial  Transformation  of  a  De- 
veloping Country,"  Address  to  the  Deutsche  Gesellschaft  fur  Luft  und  Raumfahrt,  Bonn,  Federal 
Republic  of  Germany,  June  14,  1983. 
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An  international  market  cannot  be  controlled  by  the  government  of  the 
technology  receiving  firm.  For  these  reasons,  if  technology  receiver  firms  must 
compete  in  the  international  market  from  the  start  of  production,  the  continui- 
ty of  production,  and  because  of  it,  the  perpetuation  of  proficiency  in  the  rele- 
vant technology,  cannot  be  guaranteed. 

On  the  other  hand,  a  domestic  market  can  be  controlled  by  the  government 
of  the  technology  receiving  firm.  The  continuity  of  demand  for  goods  can  be 
better  guaranteed  with  the  control  of  a  domestic  market.  The  continuity  of  the 
production  process  can  more  be  ensured.  The  process  of  transfer  and  gaining 
proficiency  in  technology  can  proceed  with  more  assurance.  The  further 
development  of  the  technology  can  be  more  guaranteed. 

Because  of  this,  the  second  condition  can  only  be  fulfilled  with  the 
existence  of  a  domestic  market  which  can  be  controlled. 

The  philosophy  which  must  be  followed  in  carrying  out  these  programmes 
is  the  philosophy  of  "to  start  with  the  end  and  to  end  with  the  beginning,"  i.e., 
to  commence  with  the  final  product  and  finish  with  the  initial  components. 
The  process  must  commence  with  the  assembly  and  production  final  products, 
not  with  the  production  of  components.  Although  perhaps  requiring  smaller 
initial  investment,  the  production  of  components  and  the  establishment  of 
vendor  item  factories  constitutes  the  final  step  in  this  process,  not  its  initial.  It 
is  easier  to  find  controllable  domestic  markets  for  final  products  than  for  com- 
ponents and  vendor  items.  Components  and  vendor  items  must  be  marketed  in 
domestic  markets  controlled  by  competitor  countries;  and  therefore  the  stabili- 
ty of  demand  and  the  viability  of  production  cannot  be  guaranteed. 

Only  programmes  producing  goods  and  services  which  fulfill  the  first  re- 
quirement will  guarantee  the  transfer  of  technology  in  its  totality.  Only  pro- 
grammes which  fulfill  the  second  requirement  will  guarantee  the  sufficient 
scale  of  production  to  survive  in  the  market.  Because  of  this,  only  production 
programmes  which  fulfill  both  conditions  will  be  able  to  bring  technology 
receivers  into  the  transformation  into  industrial  units,  societies,  and  nations 
with  sophisticated  technologies.  It  is  for  this  reason  that  I  have  named  pro- 
grammes which  fulfill  these  two  conditions  "vehicles  for  technological  and  in- 
dustrial transformation." 

The  transformation  itself  takes  place  in  four  overlapping  stages.  Three  of 
these  are  relevant  for  developing  countries,  while  the  fourth  stage  constitutes 
the  key  to  success  for  countries  which  intend  to  defend  their  technology 
superiority. 

The  first  and  most  basic  stage  is  the  stage  of  technology  transfer  through 
license  production,  i.e.,  the  stage  of  using  already  existing  production  and 
management  technologies  in  the  production  of  goods  already  on  the  market. 
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The  second  stage  of  development  is  the  stage  of  integrating  already  existing 
technologies  in  the  design  and  production  of  completely  new  products,  i.e., 
those  not  yet  on  the  market.  At  this  stage  new  designs  and  blueprints  are 
developed.  Thus,  there  is  a  new  element,  i.e.,  the  element  of  creation. 

The  third  stage  is  the  stage  of  technology  development  itself.  In  this  stage, 
already  existing  technologies  are  developed  further.  Different  from  the 
previous  second  stage  which  utilise  existing  technologies,  --  including  th^  most 
state  of  the  art,  in  this  stage  new  technologies  are  developed.  The  motivation 
to  undertake  this  is  the  opportunity  to  produce  the  new  products  of  the  future. 

The  fourth  and  concluding  stage  is  the  stage  of  large-scale  basic  research  to 
support  the  firts  three  previous  stages  and  to  defend  the  technological  superi- 
ority already  attained. 

Developing  countries  which  cannot  guarantee  political  stability,  economic 
stability  and  controllable  domestic  markets  of  a  sufficient  size  for  the  products 
of  sophisticated  technology'  receiving  business  units  will  experience  severe 
problems  in  their  effort  to  increase  production  through  the  transfer  and 
development  of  sophisticated  technology. 


V 

Indonesia's  territory  contains  more  than  17,000  islands  in  an  area  of  2 
million  square  kilometers  stretching  over  5,000  kilometers  from  Sabang  to 
Merauke. 

Its  population  this  year  is  175  million  people.  With  a  rate  of  population 
growth  which  during  these  years  still  is  as  high  as  2.18  per  cent  annually,  every 
year  the  population  increases  by  3,815  people.  With  projected  decreases  in 
rates  of  growth,  in  the  year  2000  Indonesia's  population  is  estimated  to  in- 
crease to  216  million.  Every  year  the  total  of  work  seekers  increases  by  1.9 
million. 

These  simple  statistics  alone  already  show  that  the  major  problem  for  In- 
donesia is  to  meet  the  basic  needs  of  its  population:  food,  health,  education, 
clean  water,  housing  and  a  healthy  life  environment  etc.  as  well  as  to  make 
more  complete  its  economic  infra-structure:  land,  sea  and  air  transport, 
telecommunications,  and  energy. 

At  this  time,  Indonesia  already  is  self-sufficient  in  rice,  fertiliser  and 
pesticides.  But  in  order  to  be  able  to  defend  the  continuity  of  Indonesia's  suc- 
cesses in  solving  its  agriculture  problems,  especially  in  food  agriculture,  there 
is  a  continued  need  to  improve  the  engineering  industry  and  the  agricultural 
equipment  industry. 
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In  addition,  with  the  development  of  its  aircraft  and  shipbuilding  in- 
dustries which  manufacture  platforms  for  weapons  systems,  Indonesia  must 
maintain  a  certain  capability  in  the  defence  industry  in  order  to  fulfill  its  na- 
tional needs. 


The  pressure  of  these  major  problems  has  impelled  Indonesia  to  use  all  the 
technology  available  today,  including  sophisticated  technologies,  on  the  basis 
of  the  views  as  clarified  earlier. 


In  the  effort  to  fulfill  the  basic  needs  of  its  population,  especially  in;  food, 
Indonesia  has  for  a  long  time  used  remote  sensing  techniques.  Indonesia's 
geographical  nature  has  made  conventional  methods  of  natural  resource  map- 
ping, inventorisation  and  evaluation  difficult  to  undertake,  expensive,  and 
time  consuming.  Because  of  this  aerial  photography,  radar  and  satellite  image- 
ry (Landsat)  are  being  used,  while  to  monitor  the  weather  the  NOAA  weather 
satellite  and  GMS  (geostationary  meteorological  satellites)  are  utilised.  GMS 
data  are  also  used  to  monitor  sea  currents,  spawning  grounds  and  other 
oceanological  data  relevant  to  fisheries. 


In  agriculture,  Indonesia  intends  to  apply  plant  biotechnology  to  raise  the 
nutritive  quality  of  rice,  to  develop  cell  fusion  technology  and  clone  produc- 
tion of  hybrid  coconut  and  other  cash  crops.  In  animal  husbandry,  test 
diagnostics  are  being  developed  for  the  study  of  "New  Castle"  disease  for 
chicken  poultry.  In  applying  biotechnology  to  health,  the  development  of 
diagnostics  as  well  as  vaccines  against  the  hepatitis-B  virus,  the  application  of 
state  of  the  art  fermentation  technology  to  the  production  of  anti-rabies  vac- 
cines, and  the  development  of  production  facilities  of  tetracycline  and  other 
antibiotics  are  being  planned. 


In  addition  to  the  opportunities  opened  by  the  development  of  industry 
mining  and  the  transport  service  sector  in  general,  a  market  is  also  being 
created  for  passenger  aircraft  for  approximately  100  persons  because  of  the 
need  to  replace  McDonnel-Douglas  DC-9  and  Fokker  F-28  aircraft  starting  in 
the  1990's  to  the  year  2000.  This  provides  a  special  motivation  for  the  11  year 
old  and  approx.  13,500  personnel  IPTN  Nusantara  Aircraft  Industry  to  co- 
operate with  Boeing,  Messerschmitt-Bolkow-Blohm,  and  with  Fokker  in  the 
development  of  the  ATRA-90  aircraft  which  is  planned  to  have  a  85-  to  135- 
passenger  capacity,  use  composite  material,  alluminium-lithium  alloys  and  in- 
tegrate UDF  engine,  fly-by-wire  and  other  state  of  the  art  technologies  All 
programmes  undertaken  by  the  IPTN  implement  the  philosophy  of  "starting 
with  the  end  and  ending  with  the  beginning,"  i.e.,  to  commence  with  the  final 
product  and  finish  with  the  initial  components 


The  market  for  shipbuilding  in  Indonesia  is  also  large. 
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For  regular  and  non-regular  shipping,  inter-island  shipping  alone,  it  is 
estimated  that  until  the  year  2000  there  is  a  need  for  replacement  and  addi- 
tional tonnage  of  up  to  415,484  dwt  or  155  vessels  of  2,500  dwt. 

Also  given  its  geography,  telecommunications  in  Indonesia  cannot  be 
divorced  from  satellite  telecommunications.  Satellites  are  not  only  important 
as  a  communication  service  facility,  but  also  as  facility  for  education  and  na- 
tion unification  for  its  many  societies  with  their  varied  languages,  arts  and 
customs,  all  with  the  common  desire  to  realise  justice  and  welfare  under  Pan- 
casila. 

IPTN  Nusantara  Aircraft  Industry  is  not  yet  a  participant  in  the  produc- 
tion of  the  Palapa-A,  Palapa-B  and  Palapa-C  satellites  manufactured  by 
Hughes  as  a  platform  for  telecommunication  services  but  plans  to  participate 
in  the  definition,  integration  and  production  of  the  Palapa-D.  In  addition,  PT 
INTI  and  other  Indonesian  companies  are  active  in  the  production  of 
telephone  equipment  as  well  as  in  the  co-production  of  switching  systems 
under  license  from  Siemens  and  one  other  firm  yet  to  be  determined. 

Regarding  energy  it  can  be  said  here  that  the  development  of  the  transmis- 
sion network  in  Java,  ~  in  which  60  per  cent  of  Indonesia's  population  reside 
and  is  the  site  of  the  majority  of  its  industry,  is  almost  completed  and  will 
shortly  be  linked  with  the  Bali  and  Sumatra  networks.  It  is  estimated  that  until 
the  year  2015  an  additional  supply  of  up  to  27,000  MW  electric  power  will  be 
needed.  7,000  MW  of  this  need  is  planned  to  be  supplied  by  coal:  3,000  MW  in 
Suralaya  using  Sumatra  and  East  Kalimantan  coal  and  4,000  MW  in  Paiton 
utiHsing  East  Kalimantan  and  South  Kalimantan  coal.  2,100  MW  will  be  sup- 
plied by  natural  gas,  1,500  MW  in  Gresik  consisting  of  900  MW  combined  cy- 
cle and  600  MW  natural  gas,  and  600  MW  in  other  places  on  Java,  all  of  these 
using  gas  fields  on  the  north  of  Java  managed  by  Atlantic  Ritchfield  and 
Kodeco. 

Since  all  hydro  resources  have  already  been  used,  the  supply  of  geothermal 
power  is  limited,  and  the  use  of  more  coal  will  create  environmental  problems, 
the  use  of  nuclear  power  to  generate  the  remainder  of  the  needed  electricity  is 
under  consideration. 

In  the  construction  of  these  power  generating  installations  and  the  acquisi- 
tion of  their  components  domestic  engineering  industries  will  be  utilised  as  far 
as  possible. 

As  has  been  said  earlier,  the  development  of  basic  research  and  technology 
constitutes  the  third  and  fourth  stage  in  the  transfer  of  technology  in  the 
framework  of  the  transformation  into  an  industrial  nation. 
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To  support  industry  in  the  application  of  new  technologies,  Indonesia  has 
established  the  Centre  of  Research,  Science  and  Technology  (PUSPIPTEK)  in 
Serpong  near  Jakarta  as  an  area  for  the  centralised  undertaking  of  these 
stages. 

The  PUSPIPTEK  Centre  for  Research,  Science  and  Technology  in  Ser- 
pong is  designed  to  be  a  centrally  located  1 ,000  hectare  area  comprising  of  a 
500  hectare  complex  of  multidisciplinary  laboratories  and  research  facilities  all 
fully  equipped  with  up  to  date  instrumentation  which  permit  the  conduct  of 
research  at  international  standards,  a  350  hectare  high-technology  industrial 
zone,  and  a  150  hectare  educational  complex  for  the  Indonesian  Institute  of 
Technology  campus,  and  an  office  complex  which  also  includes  office  facilities 
for  the  Indonesian  Academy  of  Sciences,  the  National  Research  Council,  the 
Indonesian  National  Academy  of  Engineering,  and  the  Indonesian  National 
Academy  of  Medicine. 

The  500  ha  area  reserved  for  research  and  science  encompasses  a  30  MW 
Multipurpose  Research  Reactor  with  installations  each  for  nuclear  fuel  ele- 
ment fabrication,  experimental  fuel  elements,  radio-active  waste  treatment, 
nuclear  meccano-electronics,  radio-isotope  production,  nuclear  safety 
engineering,  and  radiometallurgy.  In  addition,  it  also  comprises  five 
laboratories  under  the  Indonesian  Institute  of  Sciences:  (1)  calibration,  in- 
strumentation and  meteorology;  (2)  electro-technical;  (3)  applied  physics;.  (4) 
applied  chemistry;  and  (5)  applied  metallurgy;  and  six  laboratories  managed 
by  the  Agency  for  the  Assessment  and  Application  of  Technology:  (1)  con- 
struction testing;  (2)  thermo  dynamics,  engines  and  propulsion  systems;  (3) 
aero-dynamics,  gas-dynamics  and  vibration;  (4)  natural  resources  and  energy; 
(5)  process  technologies;  and  (6)  natural  disaster  mitigation. 

Of  these  laboratories,  the  Construction  Testing  Laboratory,  the  Calibra- 
tion, .Instrumentation  and  Metrology  Laboratory,  and  the  Multipurpose 
Research  Reactor  with  its  Nuclear  Fuel  Element  Fabrication  Installation  are 
fully  operational,  while  the  Applied  Physics  Laboratory,  the  Applied 
Chemistry  Laboratory,  and  the  Energy  and  Natural  Resources  Laboratory  are 
in  partial  operation  while  the  Low  Speed  Wind  Tunnel  of  the  Aero-dynamics, 
Gas-dynamics  dan  Vibration  Laboratory  which  is  a  more  updated  and  smaller- 
scale  version  of  the  renowned  Oostpolder,  Netherlands  Low  Speed  Wind  Tun- 
ner  is  under  calibration.  The  other  laboratories  and  scientific  installations  are 
under  construction  and/or  in  the  planning  stage. 

A  Science  Demonstration  Centre  and  a  2,218  sq.  meter  Multipurpose  Cen- 
tre complements  a  1,564  unit  housing  complex  which  is  35  per  cent  occupied 
and  which  also  comprises  sports,  recreation,  and  shopping  facilities,  pre- 
school education  facilities  for  121  pupils,  primary  school  facilities  for  344 
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pupils  and  secondary  school  facilities  for  257  students,  a  3,000  patient/year 
policlinic  and  religious  facilities. 

A  botanical  garden  for  the  preservation  of  rare  plant  species  will  be  grown 
over  the  total  1,000  hectares  and  provide  for  a  pleasant  surroundings  for  the 
whole  complex.  Today,  29,092  trees  encompassing  42,311  species  of  143 
varieties,  133  clans  and  54  books  have  been  planted  and  are  under  cultivation. 

PUSPIPTEK  is  being  developed  in  order  to  directly  confront  the  problems 
of  limited  manpower,  scarce  funds,  inadequate  faciUties,  un-coordinated  pro- 
grammes, insufficient  societal  support  and  low  incomes  faced  by  the  Indone- 
sian-scientific community. 

First,  by  physically  bringing  together  large  numbers  of  people  with  similar 
concerns  and  attitudes  from  many  different  disciplines  PUSPIPTEK  optimises 
their  skills  and  experience.. 

Second,  by  the  concentration  of  new  laboratories  and  other  supporting 
facilities  in  one  location,  the  Serpong  Centre  both  optimises  on  the  use  of 
facilities  and  overcomes  inadequacies. 

Third,  by  providing  a  single  location  for  the  conduct  of  multidisciplinary 
research  the  Centre  serves  to  enhance  programme  co-ordination. 

Fourth,  concentrating  people  with  similar  concerns  and  attitudes  will  help 
create  an  environment  conducive  to  innovations  and  free  information  ex- 
change. The  location  of  the  Indonesian  Institute  of  Technology  at  the  same 
site  and  the  opportunity  to  interact  with  scientists  from  abroad  in  joint 
research  programmes  will  further  improve  this  environment,  making  it  ideal 
for  the  socialisation  of  internationally  accepted  standards  of  scientific  con- 
duct. 

Fifth,  growing  revenues  from  contract  research  and  scientific  services  paid 
by  business  and  government  attracted  by  the  availability  of  modern  equip- 
ment, combined  with  top  quality  personnel,  will  improve  the  incomes  of  the 
scientific  community  at  the  Serpong  Centre  for  Research,  Science  and 
Technology. 

Moreover,  Indonesia  is  not  just  Jakarta. 

And  modern  technology  has  been  developed  not  only  just  recently. 

Therefore,  science  and  technology  centres  similar  to  the  PUSPIPTEK  Cen- 
tre in  Serpong  are  also  being  developed  in  other  locations.  These  include  one  in 
Cibinong,  south  of  Jakarta,  which  focusses  on  biotechnology  and  genetic 
engineering  and  another  in  Surabaya  concentrating  on  marine  science  and 
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technology.  Still  others  in  Bogor,  Medan,  Pasuruan  and  other  locations 
centering  on  the  agricultural  research  and  experiment  stations  developed 
earlier  in  this  century  will  be  further  developed  following  the  PUSPIPTEK 
pattern. 

These  are  some  of  my  views  regarding  the  meaning,  the  process,  the 
vehicles,  the  constraints  and  the  final  objectives  of  the  application  of 
technology  in  developing  countries  by  taking  Indonesia  as  a  case  example 
These  views  have  arisen  mostly  from  the  practice  of  the  application  of 
technology,  first  of  all  to  meet  the  opportunities  and  challenges  found  in  in- 
dustry, and  beyond  it,  to  answer  the  challenges  and  opportunities  of  national 
development  within  the  world  economy.  These  views  are  continuously  being 
tested  in  practice  and  will  therefore  be  subject  to  further  evolution 


Administrative  Reform 
After  Mao  Zedong  (1976-1985): 
A  View  from  Malaysia 
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INTRODUCTION 

This  essay  begins  with  a  brief  introduction  to  the  geography  and  history  of 
the  People's  RepubHc  of  China  as  well  as  the  strategic  implications  of  China 
on  other  Asian  countries.  The  People's  Republic  of  China  (hereinafter  called 
"PRC")  has  an  area  of  some  9.6  milUon  square  kilometres,  slightly  larger  than 
the  United  States,  with  frontiers  adjoining  North  Korea,  the  MongoUan 
People's  Republic,  the  Soviet  Union,  Afghanistan,  Pakistan,  India,  Nepal, 
Burma,  Laos,  and  Vietnam.  The  population  is  concentrated  mainly  in  the 
eastern  half  of  the  country,  and  only  about  11  per  cent  of  the  land  area  is 
under  systematic  cuhivation.  The  centres  of  industry  are  mostly  in  the  North 
and  Southeast,  near  the  coast  or  in  major  river  basins.  The  present  population 
after  the  1982  census  is  estimated  to  be  over  one  billion.  The  overwhelming 
majority  of  the  people  are  Han  Ethnic  Chinese,  but  there  are  56  minority 
groups,  e.g.,  Tibetans,  Mongols,  Uighurs,  Zhuangs,  and  Koreans.  The  origins 
of  the  Chinese  state  can  be  traced  back  to  the  second  millennium  Before  Christ, 
but  documentary  records  of  its  early  history  are  available  mainly  from  the 
Zhou  Dynasty  (1122-700  B.C.).  Early  Chinese  feudalism  was  split  for  centuries 
into  different  warring  states  which  were  united  into  a  single  empire  under  the 
Qin  Dynasty  (221-206  B.C.).  The  imperial  system  developed  under  the  rule  of 
numerous  dynasties  both  Chinese  and  non-Chinese,  until  the  overthrow  of  the 
Manchu  or  Qing  Dynasty  in  1911,  when  the  foundations  of  the  Chinese 
Republic  were  laid.  Chinese  history  for  a  century  and  a  half  has  been  marked 
by  war,  by  revolution,  and  by  internal  convulsion:  the  Opium  War,  the  Tai- 
ping  and  Boxer  rebeUions,  the  Revolution  of  1911,  the  Civil  War  of  the  1920's, 
World  War  II,  the  communist  victory  of  1949,  the  Great  Leap  Forward  of  the 
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1950's,  the  Cultural  Revolution  of  the  1960's,  and  the  sweeping  economic 
reforms  of  the  1970's  and  1980's  of  which  period  this  paper  will  address.^ 

These  dramatic  events  reflect  the  confrontation  between  China's  traditio- 
nal society  and  the  industrialised  West,  and  the  persistent  efforts  of  the  oldest 
civihsation  in  the  world  to  define  and  determine  its  own  destiny.^ 

The  American  objectives  toward  China  in  the  1960's  were  clear:  contain 
militarily,  isolate  diplomatically,  and  constrain  its  economic  growth  through 
the  imposition  of  an  economic  embargo.  Today,  in  vivid  contrast,  Americans 
regard  China  as  a  friendly  country  with  which  they  enjoy  a  normal  diplomatic 
relationship,  a  productive  dialogue  on  a  host  of  political  issues,  an  expanding 
trade,  and  co-operative  arrangements  even  in  the  field  of  defence.  In  no  coun- 
try has  that  adjustment  been  more  dramatic,  or  have  the  consequences  for 
other  nations  been  more  profound,  than  in  the  PRC.  The  past  six  years 
demonstrate  one  of  the  boldest  and  most  far-reaching  attempts  to  restructure  a 
major  economy  anywhere  in  the  world. 

In  1978,  at  the  Third  Plenum  of  the  Uth  Central  Committee,  the  leader- 
ship of  China  committed  itself  to  replacing  much  of  the  rigid,  Stalinist-type 
economic  system  which  prevailed  since  the  1950's  with  a  mixed  system  that  re- 
mains socialist  in  principle,  yet  is  guided  in  important  respects  by  market 
forces.^ 

The  policies  of  China  have  been  increasingly  pragmatic  focused  on  a  search 
for  economic  programmes  capable  of  modernising  the  country  and  improving 
the  material  standard  of  living  of  the  Chinese  people.  Dramatic  improvements 
have  already  been  realised  in  agriculture.  China  has  become  an  impressive  ex- 
porter in  addition  to  being  able  to  feed  its  one  billion  people.  (See  Table  1)  The 
material  standard  of  living  of  the  Chinese  people  began  to  improve  immediate- 
ly. The  visible  and  major  political  reforms  were  disigned  to  bring  about  a  more 
unified  Chinese  leadership  capable  of  and  committed  to  carrying  out,  the  im- 
portant economic  changes. 

The  country-wide  goals  and  objectives  were  consolidated  under  Deng 
Xiaoping's  leadership  as  follows:  Four  Modernisations:  (1)  Agriculture;  (2)  In- 
dustrial; (3)  Defence;  (4)  Science  and  Technology. 

The  basis  for  this  post-Mao  reform  received  its  authority  from  the  Third 
Plenary  Session  of  the  11th  Central  Committee  of  the  Chinese  Communist 
Party.  However,  as  early  as  December,  1964  and  prior  to  the  outbreak  of  the 
Cultural  Revolution,  Premier  Zhou  Enlai  proposed  in  his  "Report  on  the 
Work  of  the  Government,"  to  the  First  Session  of  the  Third  National  People's 

^ Great  Decisions  (New  York:  Foreign  Policy  Association,  1984),  p.  68. 
^Ibid.,  p.  69. 

^Sino-American  Relations  (Hwakang:  Chinese  Culture  University,  1985),  pp.  16-18. 


Table  1 


IMPORT/EXPORT  BY  COUNTRY 


Million  metric  tons 


Production 


Grain 

Cotton 

Tea  (tons) 

Chemical  reniliser 

Crude  oil 

Coal 

Crude  steel 
Rolled  steel 
Pigiron 

Electricity  output  (million  kilowatt  hrs) 


1979 


332.115 
2.207 
265,000 

10.654 
106.15 
635 
34.48 
24.97 
36.73 
281,950 


1980 


317.322 


12.52 
105.91 
605.98 
37.04 
27.24 
35.21 
297,100 


(Percentage  change  over  1979) 


+  17.5 

-  0.2 

-  4.7 
+  7.4 
+  9.1 


(Nov) 


+  5.4 


Sounx:   State  Statistical  Bureau,  Beijing 


 US$  million   

Trade  1975  1976  1977  1978  1979  1980 

January- June 

China's  exports  6,553  6,940  7,060  8,470         13,590  7,056.78 

China's  imports  6,511  5,405  7,040  10,100         15,449  8,292.84 

Source:  OECD 


 VSS  million  

Export  1977  1978  1979  1980  (Percentage  change  over 

January- June  January- June  1979) 


Hong  Kong 

1,616.38 

2,109.95 

3,026.00 

1,848.08 

(  +  49.1) 

Japan 

1,469.56 

1,928.78 

2,955.00 

2,599.84 

(  +  48.0) 

Australia 

117.82 

133.48 

184.42 

95.85 

(  +  45.1) 

EEC 

850.57 

1,034.80 

1,884.00 

950.37 

(  +  20.3) 

France 

164.86 

191.22 

316.00 

196.39 

(-28.3) 

Italy 

137.08 

210.00 

375.10 

174.71 

(  +  37.1) 

UK 

156.08 

179.88 

298.00 

142.10 

(  +  16.2) 

West  Germany 

287.50 

366.40 

534.00 

320.45 

(  +  64.6) 

USA 

182.43 

291.69 

551.00 

408.08 

(  +  84.4) 

Canada 

69.52 

74.64 

143.69 

67.06 

(+  6.6) 

 USS  million  

Import  Sources  1977  1978  1979  1980  (Percentage  change  over 

January-June  January- June  1979) 


Hong  Kong 

6.26 

16.23 

Japan 

2,035.57 

3,201.19 

Australia 

481.37 

505.82 

EEC 

1,046.98 

2,193.23 

France 

109.56 

226.98 

Italy 

99.31 

183.00 

UK 

126.05 

200.40 

West  Germany 

501.70 

995.20 

USA 

188.43 

905.96 

Canada 

381.82 

485.46 

120.66 

496.85 

(  +  282.4) 

3,699.00 

2,968.54 

{+  10.9) 

775.77 

385.97 

(+  55.6) 

2.900.00 

1,248.16 

{-  27.1) 

260.00 

138.06 

(■  64.1) 

265.30 

104.01 

(-  40.8) 

464.00 

241.52 

(+  12.6) 

1,490.00 

697.13 

(-  14.8) 

1,720.00 

1,655.72 

(  +  111.2) 

506.67 

410.59 

(+  39.9) 

Source:  OECD 
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Table  1  (continued) 


COMPOSITION  OF  CHINESE  EXPORTS 
(Total  Export  =100%) 


To  Japan* 

To  USA* 

To  Hong  Kong** 

(%) 

(%) 

m 

Foodstuff 

14.7 

7.6 

25.9 

Crude  Minerals  &  Metals 
Petroleum  Products 
Coal 

Ferrous  &  Non-ferrous  Metals 
Crude  Animal  Products 

(51.6) 
(  2.7) 

57.8 

13.3 

10.6 
4.4 

12.0 

7.6 
3.7 

Chemicals 

7.4 

10.1 

5.4 

Textile  Products 
Silk  Products 
Cotton  Fabrics 
Clothing 
Rugs  &  Carpets 

(  4.8) 
(  2.1) 
(  5.8) 
(  1.0) 

17.3 

(  1.2) 
(  4.3) 
(21.8) 
(  3.8) 

34.6 

26.9 

(18.7) 
(  8.2) 

Wood  &  Paper  Products 

1.4 

4.7 

1.6 

Misc.  Products 
Footwear 
Gloves 
Fireworks 
Antiques 

0.4 
0.5 

1.8 
2.0 
2.2 
1.5 

1.1 

99.5 

92.8 

84.2 

COMPOSITION  OF  CHINESE  IMPORTS 
(Total  Import  =100%) 


From  Japan*  From  USA* 

(%)  (%) 


Foodstuff 

Cotton 

Iron  &  Steel 

Non-electric  Machinery 

Electric  Machinery 

Transportation  Equipment 

Chemicals 

Fertilisers  (4.7) 
Synthetic  Fibers  (5.8) 


84.2  91.0 


1.4 
ncg. 
32.7 
21 

7, 
10. 1 
11.4 


(3.5) 
(6.4) 


39.2 
22.0 
1.3 

4.8 

6.7 
J  7.0 


•Based  on  data  of  January-September  1980 
**Based  on  data  of  January-June  1980 
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Table  1  (continued) 


FACTS  AND  FIGURES 


(RMB  million) 

1980 

1981 

1979-1980 

1980-1981 

(revised) 

■^o  change 

%  change 

Kcvcnuc 

106,290 

115,460 

-  3.7 

8.6 

54,400 

59,000 

1.2 

8.5 

Earnings  from  state  enterprises 

46,060 

49,620 

-  6.6 

7.7 

Depreciation  fund  for  state  enterprises 

2,200 

2,100 

-10.6 

-4.6 

Foreign  loans 

3,390 

4,500* 

-  4.0 

32.7 

Unspecified 

240 

240 

-81.1 

Expenditure 

114,290 

120,460 

-10.3 

5.4 

Capital  construction 

37,350 

37,580 

-27.4 

0.6 

Working  capital** 

3,720 

2,000 

-28.5 

Renovation  and  trial  production  funds 

6,980 

6,700 

-  3.1 

-4.0 

Agriculture"* 

7,740 

8,800 

-14.1 

13.7 

Culture,  education,  public  health,  science 

14,830 

16,950 

12.3 

14.3 

National  defence 

19,300 

20,170 

-13.2 

4.4 

Reserve  fund 

1,880 

2,600 

38.3 

Administration 

5,780 

6,060 

1.6 

4.8 

Payment  of  principal  and  interest  for  foreign  loans 

2,170 

NA 

Foreign  aid 

500 

NA 

Unspecified 

14,010 

19,600 

5.0 

39.9 

*Not  announced,  computed  as  the  difference  between  the  total  revenue  and  the  value  of  all  other  revenue  items. 
*'The  1980  figure  includes  credit  funds  entended  to  banks  whereas  that  for  1981  is  exclusively  working  capital,  for  state  enter- 
prises. 

••*This  figure  does  not  include  RMB6,660  million  for  capital  construction  investment,  working  capital  and  the  social  relief  fund 
in  the  agricultural  sector,  or  RMB2,400  million  for  agricultural  loans  from  banks. 
NA  =  Not  available. 

Source:    Budget  Report  by  Wang  Bingqian  on  30  August  1980  at  the  Fifth  National  People's  Congress,  Beijing. 
Statistics: 

GNP:  US$407,000  million 

Tolal  Industrial  output  value  January-December  1980:  RMB497,700  (%  change  over  1979:8.4) 
Fixed  assets:  RMB320,000  million 
Number  of  industrial  enterprises:  350,000 
Estimated  coal  reserves:  600,000  million  metric  tons 
Currency:  At  April  1981  US$100=  164.83 

£100=361.78  yuan 
HKS100=  30.68  yuan 
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Congress  (NPC)  that  the  government  envisioned  two  stages  of  the  develop- 
ment of  the  national  economy  from  then  until  the  end  of  the  century,  namely, 
to  build  an  independent  and  relatively  comprehensive  industrial  and  economic 
system  in  15  years. 

Further,  before  1980,  starting  from  the  then  Third  Five- Year  Plan  (1965- 
1970),  it  was  the  goal  to  accomplish  the  comprehensive  modernisation  before 
the  end  of  the  20th  century.'* 

Therefore,  after  over  two  decades  of  locked  confrontation,  the  United 
States  and  Chinese  foreign  policy  has  shifted  to  an  alignment  along  with  accep- 
tance of  the  international  order.  Moreover  this  shift  has  been  viewed  as  one  of 
the  most  fundamental  transformations  in  the  post-war  era  ~  and  one  of  the 
most  beneficial  to  the  United  States.^ 

The  Chinese,  in  examining  the  same  record  by  contrast,  usually  stress  the 
ongoing  foreign  relations  to  be  very  consistent  with  reference  to  a  number  of 
basic  principles,  namely,  they  are  opposed  to  hegemonism  and  imperialism; 
they  do  support  decolonisation  and  oppose  any  remnants  of  colonialism; 
sovereignty  and  independence  must  be  preserved;  maintaining  self-reliance  in 
order  to  develop  economic  and  military  strengths;  and  lastly,  peaceful  co- 
existence. 

According  to  Chinese  leaders,  their  country's  foreign  policy  has  never 
changed  in  its  basic  goals  and  objectives.^ 

The  basic  thesis  of  this  study  will  attempt  to  present  the  continuity  and  the 
change  of  China's  contemporary  foreign  relations.  In  addition,  after  analysing 
the  alternatives  about  China.'s  future  role  in  international  affairs,  the  conclu- 
sion should  be  able  to  provide  information  as  to  whether  the  apparent  con- 
tinuities of  past  decades  are  enduring  or  ephemeral. 


BACKGROUND  INFORMATION 

By  way  of  the  Introduction,  we  have  identified  general  terms  about  the 
confrontation  of  a  society  with  the  problems  of  modernisation  and  in- 
dustrialisation. This  is  a  uniquely  significant  study  because  it  occurs  in  the 
oldest  and  most  populous  society  within  the  political  context  of  a  socialist 
system.  So  far,  the  society  has  continuously  confronted  all  the  problems  that 
are  usually  associated  with  modernisation  and  industrialisation. 

^Ibid..  pp.  121-123. 

^  ^'"Change  and  Continuity  in  Chinese  Foreign  Policy,"  Problems  of  Communism.  1983.  pp. 

^Richard  Wich,  Sino-Soviet  Crisis  Politics:  A  Study  of  Political  Change  and  Communication 
(Cambridge,  MA,  1980),  p.  I. 
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The  uniqueness  arises  from  the  dual  character  of  this  particular  society, 
i.e.,  economic  backwardness  and  ideological  commitments  to  a  communist 
Utopia. 

The  ideology  of  Mao  Zedong's  normative  prescriptions  of  how  develop- 
ment in  China  should  proceed,  generally  known  as  "Maoism"  or  "Mao 
Zedong  Thought"  is  defined  as  a  manner  of  thinking  about  contradictions. 
Two  essential  points  about  Maoism  are:  (1)  Mao's  extraordinary  emphasis  on 
the  human  being;  (2)  his  emphasis  on  the  dialectic  pattern  of  change.  As  a  pro- 
fessed Marxist,  Mao  admitted  that  the  material  forces  of  production  are  im- 
portant factors  in  determining  the  course  of  historic  development.  But  at  the 
same  time  he  states  that  the  determination  of  the  human-being  can  be  more  im- 
portant than  the  material  forces,  the  creative  power  of  the  people  is  boundless. 
(Long  Live  the  Mao  Zedong  Thought,  1961)  Mao  argues  "When  the  collective 
ownership  system  is  transformed  into  the  whole  people's  ownership  system, 
the  whole  economy  will  become  a  single  ownership  system,  and  will  remain  so 
for  a  long  time.  (Mao  Zedong  Thought,  1967)  New  contradictions  seem  to 
arise  at  each  stage.  Mao's  call  for  a  permanent  revolution  is  recognition  that 
the  developmental  process  creates  continuously  the  conditions  which  tend  to 
jeopardise  the  pursuit  of  the  Utopian  goal  of  a  classless  communist  society.  As 
Harrington  Moore  pointed  out  in  Soviet  Politics:  The  Dilemma  of  Power, 
(1959)  discipline,  authority,  and  inequality  had  to  be  intensified,  and  eventual- 
ly higher  meanings  of  revolution  were  gradually  lost;  to  Mao's  eyes,  it  was 
nothing  less  than  a  failure  of  revolution. 

Through  lengthy  conversations  this  past  summer  with  Mr.  Zai-shui,  Na- 
tional Guide  for  China- Internal  Travel  Service,  I  discovered  that  Mr.  Liu  was 
only  ten  years  of  age  at  the  time  of  the  beginning  of  the  Cultural  Revolution  in 
1966.  He  vividly  remembers  his  parents,  peasants  in  Nanning,  located  in 
Southeast  portion  of  China,  labouring  year  after  year,  in  what  he  would  now 
define  as  extreme  poverty-stricken  lifestyle.  He  now  believes  that  his  own  pro- 
fessional position  is  one  of  the  advantages  of  the  Cultural  Revolution.  He  will 
turn  the  ^ge  of  30  in  1986;  young  enough  to  acquire  additional  education  for 
himself,  and  in  addition,  his  wife  also  is  employed  by  CITS.  This  young  couple 
demonstrated  the  ability  to  expect  something  better  for  their  one-year  old  son, 
the  ability  to  dream  of  a  stronger  and  better  China.  This  interview  was  one  of 
the  pro-Mao  that  affected  me  because  the  day  before,  my  interview  at 
Shanghai-Jiaotong  University  with  a  senior  professor  was  anti-Mao. 

POLICY  STATEMENT 

Today,  China  is  dominated  by  one  single  issue:  the  fate  of  the  reform  pro- 
gramme that  is  being  undertaken  under  the  new  leadership  of  Deng  Xiaoping. 
What  is  the  nature  of  the  reform?  What  is  the  degree  of  support  and  opposi- 
tion the  reform  will  face?  How  successful  have  reforms  been  to  date?  What 
can  we  expect  of  China's  future? 
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ASSUMPTIONS 

a.  Since  normalisation  between  the  United  States  and  China  in  1979,  it  is 
assumed  that  this  relationship  will  continue  to  accelerate  positively; 

b.  The  Four  Modernisations  Programme  will  quadruple  China's  industrial 
and  agricultural  output  by  the  year  2000; 

c.  The  birthrate  will  decline  over  the  next  fifteen  years; 

d.  The  Economic  Readjustment  Programme  will  accommodate  the  higher 
living  standards  thereby  eliminating  the  Maoist  system  of  "big  pottism" 
~  the  idea  that  no  one  gets  more  or  less  on  the  basis  of  the  amount  of  work 
done; 

e.  China  and  its  bordering  neighbours  will  maintain  peaceful  co-existence; 

f.  In  1997,  the  regaining  of  Hong  Kong  will  experience  a  transition  without 
any  complications; 

g.  The  relationship  between  the  United  States  and  Taiwan  will  continue  as 
outlined  in  the  1979  Taiwan  Relations  Act. 


CONSTRAINTS 

The  modernisation  of  China  was  not  expected  to  be  problem-free,  and  it 
does  have  several  obstacles  that  must  be  handled.  We  must  remember  that  one- 
fourth  of  all  humanity  lives  in  the  PRC.  In  1949,  the  population  was  540 
million,  and  by  the  time  of  the  1982  census,  China's  population  had  more  than 
doubled  to  over  1  billion.  The  hopes  of  the  leadership  to  modernise  the  coun- 
try depend  on  its  ambitious  plan  to  achieve  zero  population  growth  by  the  year 
2000  and  stabilise  its  population  at  the  1,300,000,000.'^  However,  with  the 
adoption  of  the  "responsibility  system"  in  the  countryside,  the  economic 
leverage  over  the  peasants  by  the  government  has  been  greatly  reduced.  As  a 
result,  the  rate  of  population  increase  edged  upward  from  11.7  per  thousand  in 
1979  to  14.55  per  thousand  in  1981.^  Thirteen  million  young  women  will  reach 
the  legal  marriageable  age  of  20  each  year  between  now  and  the  year  2000; 
China  will  be  hard  pressed  to  achieve  its  goal  of  a  stable  population  by  the  year 
2000.  The  poor  and  rural  areas  often  do  not  have  the  resources  to  make  good 
on  the  economic  promises  in  the  "only-child"  programme.  The  incentive  pro- 
grammes, e.g.,  "Only-Child  Glory  Certificate,"  entitled  the  couple  to  extra 
pay,  housing  priority,  supplemental  old-age  pension,  priority  for  child's  ad- 
mission to  nurseries,  schools,  and  future  job  assignments.  If  the  couple  has  a 
second  child,  all  benefits  are  cancelled.  Couples  having  a  third  child  (while  try- 
ing fo  have  a  son)  receive  economic  penalties.'  The  media  are  full  of  horror 

'"Only  Child  Survey,"  China  Daily,  27  November  1985,  p.  4. 
^ Great  Decisions,  p.  69. 

'Lynn  Landman,  "China's  One-Child  Families:  Girls  Need  Not  Apply,"  Rockefeller  Founda- 
tion Illustrated  (Nev/  York:  December  1983),  p.  8. 
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Stories  about  female  infanticide  and  abuse  of  women.  The  government  strong- 
ly condemns  these  practices,  describing  both  as  "intolerable  crime,"  and  it 
urges  severe  punishment  of  those  found  guilty.  ^° 

It  is  estimated  from  the  analysis  of  the  1981  sex  ratio  data  provided  in  the 
latest  1982  census  by  Senior  Researcher,  John  S.  Aird,  specialist  on  China  in 
the  U.S.  Bureau  of  the  Census,  that  infanticides  number  over  200,000.''' 

The  government  is  adamant:  in  a  country  where  per  capita  annual  income 
is  estimated  at  5,405  Yuan  (US$235)  its  position  is  reflected  in  the  Constitution 
adopted  by  the  Fifth  National  People's  Congress  in  December,  1982.  Article 
25  reads,  "The  state  promotes  family  planning  so  that  population  growth  may 
conform  to  the  plans  for  economic  and  social  development.  "'^ 

The  China  Daily  only  last  week  on  December  6,  1985,  announced  the 
following  page  one  headline:  "Birth  policy  to  continue  with  gradual  relaxa- 
tion," with  the  story  of  Wang  Wei,  Chairman  of  the  State  Family  Planning 
Commission  firmly  encouraging  the  one-child  policy,  the  incentive  systems, 
and  the  "grim"  situation  if  couples  continue  to  ignore  the  long-term  negative 
implications  to  China's  modernisation  goals.  At  the  very  same  time,  Wang 
described  the  relaxation  rule  to  allow  couples  with  "special  circumstances"  to 
have  two  children  if  they  wish  to  do  so.  The  areas  in  Shandong,  Zhejiang, 
Guangdong  and  Guangxi  provinces  can  have  one  more  child  if  their  first  is  a 
girl.  Those  living  in  remote  areas,  ethnic  minority  areas,  mountainous  areas 
and  on  islands  are  allowed  to  have  two  children  provided  they  are  born  four  or 
five  years  apart. 

Another  constraint  is  the  acute  shortage  of  technology.  There  is  a  great 
imbalance  in  the  country,  economically  speaking.'^  Much  has  been  done  in 
terms  of  economic  growth  and  cultural  improvement,  but  the  development 
level  continues  to  be  at  a  low  level.  The  very  basic  urban  and  rural  facilities  are 
inadequate  and  run  in  an  unsystematic  manner.  There  are  shortages  in  energy 
and  capital  which  seriously  hinder  the  modernisation  process.  There  are  carry- 
overs from  the  former  economic  set-up  which  affect  both  the  socialist  political 
and  economic  systems;  these  must  be  perfected.  With  the  "open  door"  policy 
prevalent  in  China  the  past  several  years,  the  opportunity  to  advance  with 
foreign  technology  and  capital  investment,  as  well  as  foreign  markets  is  a  big 
advantage,  however,  this  input  into  the  economic  scene  has  permitted  corrupt 

'""Infanticide  in  Anhui  Province,"  People's  Daily,  Beijing,  China,  7  April  1983,  p.  4. 
"Lynn  Landman,  p.  8. 
^^Ibid.,  p.  9. 

""Birth  Policy  to  Continue  with  Gradual  Relaxation,"  China  Daily  (Beijing),  6  December 
1985,  p.  1. 

'"/Wrf.,  p.  1. 

'^"Science  and  Technology,"  China  Daily,  6  December  1985,  p.  4. 
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ideas  and  backward  influences  to  be  imported  also.  The  China  Daily  carries 
distressing  stories  on  this  situation  on  a  regular  basis  (e.g.,  see  December  6, 
1985,  p.  4.) 

To  briefly  summarise  the  constiaints,  there  are  short-comings  in  energy, 
transport,  telecommunications,  education  system,  and  capital  for  investment. 
These  and  more  have  hindered  the  national  economy,  and  must  be  given  more 
attention.  The  development  of  the  information  and  consultancy  networks, 
social  security,  financial  and  other  service  trades  to  meet  the  growing  demands 
is  crucial. 

The  world  economic  competition  in  the  latter  half  of  the  1980's  is  a  com- 
petition of  the  human  mind,  of  a  nation's  ability  to  keep  pace  with  others. 
China  can  slowly  readjust  the  Five- Year  Plan  as  it  moves  toward  1990  to  suit 
economic  growth  and  social  advances,  thereby  allowing  incremental  success 
for  the  country,  its  leadership,  and  its  people. 


GOALS  AND  OBJECTIVES 

The  goals  and  objectives  of  the  policy  option  or  alternative  administrative 
reforms  could  be  as  follows: 

a.  Substantial  depoliticisation  of  the  Chinese  economy; 

b.  Further  analyse  the  "Decision  on  Reform  of  the  Economic  Structure"  do- 
cument which  previously  called  for  far-reaching  changes  in  the  industrial 
management  system,  including  its  planning,  price,  wage,  cadre,  and  other 
components; 

c.  Increase  the  amount  of  preparation  and  research  to  decide  on  the  principles 
of  reform  by  establishing  a  "Commission  on  the  Restructuring  of  the  Eco- 
nomic System"  thereby  enabling  overall  reform  to  be  readjusted  at  the 
beginning  of  the  Eighth  Five- Year  Plan  (1990-1995);^^ 

d.  Achieve  territorial  unification  and  political  centralisation  with  possible 
speculation  that  the  new  founding  of  a  New  China  has  already  begun; 

e.  Agricultural  development  along  with  industrial  modernisation,  increased 
education  of  qualified  engineers,  technicians,  and  administrator; 

f .  Abrogation  of  the  collectivised  egalitarian  society  in  favour  of  a  mixed  eco- 
nomy relying  on  market  forces  and  giving  significant  latitude  to  individual 
economic  units  ~  state-owned  enterprises,  collectives,  households  and  in- 
dividuals; 


p.  4, 

'''Available  in  Beijing  Review,  29  October  1984. 

""Decision  of  the  Central  Committee  of  the  Communist  Party  of  China  on  Reform  of  the 
Economic  Structure,"  Beijing  Review,  29  October  1984,  p.  VII. 
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g.  Increase  development  of  the  service  sector  to  include  transportation  and 
infrastructure  as  well  as  personal  and  financial  services; 

h.  Emphasize  a  regional  and  national  accounting  system  that  measures  net 
rather  than  gross  output  and  includes  value  of  both  goods  and  services  pro- 
duced in  the  economy; 

i.  Co-ordinate  labour  and  capital  ~  wage  and  pricing  systems; 

j.  Institute  regional  and  national  management  and  administrative  systems 
to  exercise  indirect  control  and  accountability  for  nation's  economy; 

k.  Increase  energy  resources  for  hydropower  and  thermal  power  projects  in- 
cluding regional  grid  planning  and  tariffs  along  with  petroleum,  natural 
gas,  and  coal; 

1.  Increase  emphasis  on  transport  with  regard  to  roads  and  highway  construc- 
tion along  with  port  development  inland  waterways,  and  improving  the 
links  between  different  modes  of  transport; 

m.  Increase  safeguards  of  social  achievements  through  education  at  the  prima- 
ry, elementary,  vocational  training,  and  high  tech  education; 

n.  Increase  commitmefit  to  sewer  system  to  remove  waste-water  from  central 
districts  and  pipe  to  sea; 

o.  Expand  international  financing,  investment,  and  interaction  with  foreign 
private  banks  as  well  as  multilateral,  bilateral  aid  institutions. 

Even  with  the  extensive  goals  and  objectives,  there  are  no  doubt  additional 
items  of  concern  which  can  be  added  as  the  study  expands  through  the 
Seventh  Five- Year  Plan  (1986-1990).  This  was  a  major  historic  meeting  on 
September  18,  1985  ~  the  first  in  30  years  for  the  Chinese  Communist  Party, 
National  Party  Conference  conducted  at  the  Great  Hall  of  the  People.  There 
were  only  two  others  in  the  party's  history  which  both  witnessed  bitter  party 
struggles:  In  1935,  the  Zunyi  Conference  saw  the  defeat  by  Mao  Zedong  of 
Moscow's  proteges,  the  ultra-Left  Wang  Ming  clique;  the  1955  meeting 
similarly  saw  the  expulsion  of  Gao  Gang  and  Rao  Shushi.^' 

ACTORS  AND  STAKEHOLDERS 

The  following  actors  and  stakeholders  have  high  interest  levels  since  the 
Cultural  Revolution  has  left  its  mark  on  the  entire  population,  and  it  can  be 
assumed  that  everyone  involved  would  refuse  to  return  to  the  past  thirty  years 
of  struggle.  The  policy  options  will  be  reviewed  accordingly. 

The  following  actors  and  stakeholders  represent  some  of  the  authorities 
who  make  policy  and  carry  it  out  for  implementation  purposes.  The  roles  are 
various,  but  crucial  in  supporting  and  assisting  with  decision-making.  Because 
the  PRC  gives  maximum  authority  to  the  CCP  Politburo  and  the  Central 
Committee,  the  policy  issue  will  be  prepared  for  their  review  and  considera- 
tion^  

"Mary  Lee,  "Farewell  Old  Comrades,"  Far  Eastern  Economic  Review,  26  September  1985,  p. 
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Actors 


Stakeholders 


a.  CCP  Politburo  (14  members;  3  alternates) 

b.  Central  Military  Commission 


a.  All  the  Actors 


b.  Committee  Members  of  Provinces,  Counties,  Regional, 


d.  Central  Advisory  Committee  (newly-created)- 


c.  The  Central  Committee,  All  Levels 


and  Local 

c.  Board  of  Directors  of  Multinational  Corporations 

d.  Hong  Kong 


e.  Central  Committee  Secretariat 


e.  United  States  of  America 


f.  Central  Discipline  Inspection  Commission 

g.  Communist  Youth  Leage 


g.  Japan  and  Taiwan 


f.  Soviet  Union  and  Korea 


h.  Governments  Outside  of  China 


h.  Import  and  Export  Managers 

i.  .Investors  and  Joint- Venture  Projects 
j.  The  one  billion  people  of  China 


i.  Multinational  Corporations 

j.  Bordering  countries:  North  Korea,  Mongolian  People's 
Republic,  Soviet  Union,  Afghanistan,  Pakistan,  India, 
Nepal,  Burma,  Laos,  and  Vietnam 


Note:  The  position  of  "party  chairman"  was  eliminated  in  1983. 


POLICY  OPTIONS 

The  Status  Quo:  This  would  indicate  for  the  CCP  Politburo  and  the  Cen- 
tral Committee- members  to  continue  with  Four  Modernisations  making  few 
modifications. 

Government  and  Private  Sector  Participation:  The  entrepreneurial  joint- 
venture  route  could  be  encouraged  for  accelerated  economic  growth. 

Government  of  China  and  Foreign  Governments:  To  increase  the  invest- 
ment capital  and  commitment  to  import  and  export  networks,  China  should 
encourage  friendly  countries  to  consider  joint  projects  and  exchange, 

CCP  and  Central  Committee:  The  exchange  of  ideas  and  concerns  in 
quarterly  meeting  with  leaders  of  autonomous  regions,  municipalities,  pro- 
vinces, regions,  counties,  towns  can  identify  and  pin-point  troublesome  areas 
to  address  before  the  problem  gets  out  of  proportion. 

The  Government  Leaders  of  China  and  United  States:  In  order  to 
demonstrate  unity  for  the  Seventh  Five- Year  Plan,  expertise  from  the  United 
States  in  evaluation  and  analysis  of  policy  can  produce  effective  reports.  At 
this  time,  critical-path  planning  and  management  of  priorities  in  the  overall 
picture.  More  planning  must  occur  from  the  entire  country  with  a  structure 
that  will  produce  long-term  results  (long-term  equals  five  years  in  this  study). 

The  One  Billion  People:  The  State  Council  Research  Group  expressed  a 
need  for  another  33.1  million  school-trained  experts  by  2000,  compared  with 
15.9  million  in  1985.  Since  China  cannot  afford  to  train  as  many  as  will  be 
needed,  a  realistic  18.1  million  will  be  slotted  for  the  education  path.  By  2000, 
ten  per  cent  of  China's  youth  will  be  in  college  or  seven  million  young  people. 
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Therefore,  the  Research  Group  gives  priority  to  improving  the  work  efficiency 
of  existing  schools.  By  2000,  95  per  cent  of  primary  school  graduates  in  rural 
areas  will  be  able  to  continue  their  studies  into  middle  school  level,  compared 
with  58  per  cent  in  1984.  In  1980  only  four  per  cent  of  the  state  budget  was 
allowed  for  educational  expenditures.  By  2000,  the  state  budget  will  allow 
seven  per  cent  toward  education. 

Agriculture  Programme  by  2000:  China's  total  agricultural  output  value 
will  reach  1,010  million  Yuan  by  2000,  four  times  the  1980  amount.  This 
means  a  yearly  growth  rate  of  7.2  per  cent  backed  by  the  State  Council  and  the 
Chinese  Academy  of  Social  Sciences. 

Economic  and  Social  Development:  Highways,  Railways,  Sea  Ports, 
Airline  Travel:  18  per  cent  of  the  state  budget  will  be  allotted  to  this  crucial  in- 
frastructure commitment.  Stocks  and  Bonds  can  be  issued  for  construction  of 
the  projects. 

Co-ordinate  efforts  to'  develop  agriculture  with  other  sectors  of  the  na- 
tional economy,  control  population  growth,  improve  soil  to  raise  fertility  of 
farmland  and  protect  ecological  balances  in  conjunction  with  the  complete 
transport  system,  communication  enterprises,  education  improvements,  in- 
dustrial modernisation  and  management  thereof,  defence  strategic  growth, 
and  the  socialisation  of  the  country. 


ANALYSIS  AND  EVALUATION  OF  THE  POLICY  OPTIONS 

This  macro  analysis  of  the  above-mentioned  nine  policy  options  makes  one 
who  is  reviewing  the  literature  frighteningly  aware  of  the  acute  and  pro- 
blematic situations  Deng  Xiaoping  and  the  Pohtburo  must  face  during  the  im- 
plementation of  the  Seventh  Five- Year  Plan  (1986-1990).  The  policy  options 
were  broken  down  into  nine  categories  so  that  established  and  clear  guidelines 
for  the  recommendations  made  below  (in  accordance  with  September  18,  1985 
Seventh  Five- Year  Plan  presented  by  Zhao  Ziyang,  member  of  the  Politburo). 
To  coincide  with  the  newest  conceptions  of  Deng  Xiaoping,  the  recent  resigna- 
tions of  131  members  of  the  Politburo  and  Central  Committee  on  September 
16,  1985  at  the  Fourth  Plenary  Session  of  the  12th  Central  Committee  meeting, 
those  replaced,  all  old  cadres,  obviously  demonstrated  Deng's  complete 
authority  and  that  age  was  no  prerequisite  to  retirement.  (Deng  is  81  years  of 
age)^^ 

The  People's  Daily  carried  the  cover  story  with  Deng  Xiaoping's  photo- 
graph alluding  to  the  fact  that  Deng  is  not  about  to  retire  in  the  opening  para- 


^°"Research  Envisions  21st  Century  Ciiina,"  China  Daily,  12  November  1985,  p.  4. 
2'Lee,  "Farewell  Old  Comrades,"  p.  18. 
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graph:  "Eighty-one  year  old  Deng  Xiaoping  said  his  longevity  is  due  to  op- 
timism. He  even  looks  forward  to  visiting  Hong  Kong  after  China  resumes 
sovereignty  ...  in  1997,"  at  which  time  he  will  be  93 P 

Further,  to  remove  the  world's  fears  about  the  ongoing  poHcies,  Deng  says 
that  opening,  to  the  outside  world  and  reform  ...  are  unswerving  national 
strategies.^ 


Table  2 


CHINESE  COMMUNIST  PARTY  POLITBURO 
September  16,  1985 


Name  Age 


Peng  Zhen 

83 

Deng  Xiaoping 

81 

Chen  Yun 

80 

LI  Xiannian 

80 

Yang  Slianglcun 

78 

Yang  Dezhi 

75 

Hu  Qiaomu 

73 

Xi  Zhongxun 

72 

Yu  Qiuli 

71 

Hu  Yaobang 

70 

Name  ^ge 


Wan  Li  59 

Fang  Yi  59 

Zhao  Ziyang  57 

Ni  Zhifu  53 

Li  Peng  55 

Jiyun  Tien  5g 

Qin  Jiwei     1  75 

Chen  MuhuaL  Alternate  Members  65 

Yao  Yilin    J  55 


Source:  Far  Eastern  Economic  Review,  September  26,  1985. 


It  appears  that  Deng  has  said  it  all,  as  before,  i.e.,  China  will  be  socialist 
-and  ultimately  communist;  that  socialism  does  not  mean  poverty;  that  the 
target  is  quadrupling  the  gross  national  product  by  the  end  of  the  century,  and 
to  reach  the  level  of  the  First  World  in  50  years'  time;  that  the  goals  cannot  be 
achieved  without  opening  to  the  outside  world  and  importing  the  experience, 
science  and  technology  of  advanced  countries;  that  unhealthy  tendencies  are 
mevitable;  that  the  Shenzhen  Special  Economic  Zone  is  an  experiment  in 
socialism  but  a  correct  one,  and  that  its  problems  can  be  resolved  in  three 
years.  In  an  interview  with  Liu  Guoguang,  Vice  President  of  the  Chinese 
Academy  of  Social  Sciences  on  problems  and  prospects  of  the  Special  Eco- 
nomic Zones  (SEZs),  and  an  economist  who  recently  visited  Shenzhen,  Liu 
states  that  since  1979  China  has  opened  the  first  SEZs  at  Xiamen,  Shandou, 

^^/bid.,  p.  19. 

^China  Reconstructs  (Beijing),  vol.  XXXIV,  No.  12  (December  1985),  p.  42.  , 
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Zhuhai,  and  Shenzhen.  In  addition,  in  April  1984,  14  more  coastal  port  cities 
were  opened  to  accommodate  foreign  investment  (Dairen,  Chinhuangtao, 
Tientsin,  Yentai,  Tsingtao,  Lienyunkang,  Nantung,  Shanghai,  Ningpo,  Wen- 
chow,  Foochow,  Guangzhou,  Peihai,  and  Chanchiang,  and  the  Hainan 
Island).  The  emphasis  on  economic  reforms  in  the  urban  areas  would  also  be 
increased. 

As  one  might  suspect,  opposition  has  increased.  The  People's  Daily 
published  a  "Commentator's  article"  last  December  entitled  "Theory  and 
Practice,"  arguing  that  people  ...  "should  never  take  a  dogmatic  attitude 
toward  Marxism.  Marx  passed  away  101  years  ago.  His  works  were  written 
more  than  100  years  ago.  Some  of  his  assumptions  were  based  on  conditions  of 
that  time.  Great  changes  have  taken  place  and  some  of  those  assumptions  are 
not  necessarily  appropriate  today."  It  concluded:  "We  cannot  expect  the 
writings  of  Marx  and  Lenin  written  in  their  time  to  solve  our  present-day  pro- 
blems."^^  The  next  day,  the  People's  Daily  on  December  8,  1984,  revised  the 
article  inserting  just  one  word  before  "present-day  problems,"  which  was  the 
word  "all." 

On  December  21,  1984,  the  People's  Daily  published  yet  another  "Com- 
mentator's article"  entitled  "More  on  Theory  and  Practice"  which  reiterated 
that  "Marxism  is  not  a  dogma,  but  guidelines  for  actions."  It  also  asked  the 
following: 

If  we  dare  not  do  things  that  Marx  never  said,  what  should  we  do  now?  Marx  predicted  that 
commodities  and  money  would  be  unnecessary  under  socialist  conditions.  However,  the  prac- 
tice of  China's  socialist  construction  has  proved  that  commodities  and  money  are  necessary 
for  a  socialist  society. 

I  believe  in  this  macro  analysis  that  current  unrest  cannot  be  ignored,  ana 
eventually,  Deng  Xiaoping  will  be  able  to  ease  those  persons'  minds  who  are 
experiencing  ideological  problems.  They  may  not  be  easily  resolved,  but  as 
Deng  reiterated  just  this  month  in  China  Reconstructs  (see  p.  24  of  this  study), 
"China  will  be  socialist  and  ultimately  communist. "^^ 

As  the  shift  of  the  Politburo  age  of  the  leadership  continues  to  become 
younger,  and  the  "open  door"  pohcy  progresses,  along  with  conversion  from 
labour-intensive  China  to  technology-knowledge-intensive .  enterprises  in 
China,  Shenzhen  and  Hong  Kong  will  increase  relations,  and  the  two  cities, 
along  with  the  other  SEZs,  can  play  an  important  role  in  accelerating  China's 
modernisation,^^ 

"Chang  Chen-pang,  "The  Chinese  Communists:  Ideological  Dilemmas,"  Issues  and  Studies 
(Taipei),  vol.  21,  no.  3,  1985,  p.  24. 

^^Ibid..  p.  25. 

^''Ibid. 

^^China  Reconstructs,  p.  42. 
J),  27. 
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We  must  keep  in  mind  the  SEZs  overall  strategy:  "to  build  up  an  integral 
outward-looking  economy  with  advanced  industry  as  the  main  factor;  to 
develop  industry  and  commerce  simultaneously;  to  integrate  industry,  com- 
merce, and  technology;  to  develop  finance,  tourism,  service  industries,  real 
estate,  agriculture,  animal  husbandry  and  fishery  concurrently  ...  a  high  living 
standard  and  high  social  ethics. "^^ 

Therefore,  as  continuous  re-enforcement  such  as  Liu  Guoguang  has  stated 
above  just  this  month,  occurs  on  a  regular  basis  in  the  media,  the  skeptical  op- 
position could  be  rethinking  their  positions  on  various  reforms  in  1986-1990, 
the  years  for  the  Seventh  Five- Year  Plan. 

The  overview  approach  of  all  nine  policy  options  will  allow  this  study  to  in- 
tegrate the  elements,  comment  from  the  literature  and  personal  interpretations 
on  the  advantages  and  disadvantages  below. 

ADVANTAGES  AND  DISADVANTAGES 

In  a  socialist  society,  it  is  impossible  to  expect  autonomy  and  independence. 
In  the  PRC,  it  is  the  Politburo  leaders  who  established  the  policy  for  "open 
door"  economic  reform,  and  the  10,000  Yuan  households  are  so  new  to 
China,  that  any  serious  investment  on  private  capital  would  interfere  with  and 
possibly  undermine  China's  centrally-planned  socialist  economy. 

Transition  and  change  after  Mao  Zedong  Thought  can  be  viewed  in  an  in- 
cremental fashion,  and  according  to  Professor  Joseph  Eaton,  (GSPIA  Fall 
Pohcy  Seminar,  1985)  the  "need"  has  been  documented  very  clearly  in  China, 
e.g.,  the  devastation  of  the  Cultural  Revolution  left  long-lasting  visible  results 
on  the  Chinese  people.  The  present-day  rewards  and  incentives  given  the 
Umitations  of  China's  socialist  system,  have  increased  the  self-esteem  of  a 
large  percentage  of  the  people  in  both  rural  (agricultural  reform)  and  urban 
(industrial  reform)  settings.  Tradition  is  highly  valued,  but  to  follow  the  Polit- 
buro's approved  and  designated  plan  for  growth  throughout  China  is  also 
valued.  The  population  in  general  can  openly  participate  in  the  reforms  sanc- 
tioned by  the  highest  governing  body  in  the  country.  As  was  the  case  when 
Maoist  Thought  was  prominent  throughout  China  after  the  People's  Republic 
of  China  was  established  on  October  1,  1949,  there  is  consensus  (or  at  least  a 
high  percentage  of  consensus)  in  China  in  1985  that  the  country  has  come  such 
a  long  way.  After  review  of  the  literature,  I  am  convinced  that  both  the 
Chinese  Government's  commitment  to  modernisation  and  to  the  creation  of  a 
receptive  climate  and  structure  of  laws  is  open  and  inviting  foreign  investment 
to  come  in.  There  are  over  100  American  companies  with  offices  in  China  (see 
Appendicies)  and  in  terms  of  investment,  American  is  China's  largest  invest- 
ment partner  exceeding  US$6  billions  in  trade  in  both  directions.^' 

^'Paul  H.  Kreisberg,  "The  United  States  and  Asia,"  Asian  Survey,  vol.  XXV,  no.  1,  1985,  p. 
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In  addition,  the  positive  feedback  with  the  British  in  September  1984,  on 
the  future  of  Hong  Kong  after  1997  along  with  the  strong  reaffirmation  of 
China's  cofnmitment  to  economic  liberalisation  at  the  Third  Plenum  of  the 
12th  Central  Committee  in  October,  1984.  were  very  important  in  strengthen- 
ing the  confidence  of  foreign  business  men  and  women  in  China.^^ 

These  policies  were  given  another  major  boost  by  the  Central  Committee's 
communique  that  re-emphasised  the  long-term  character  of  the  opening  China 
to  the  outside  world  for  technology,  trade,  management  skills,  moving  toward 
economic  reforms  within  China.  The  restatement  of  their  own  commitment  to 
recognise  the  need  for  market  and  pricing  mechanisms  to  give  greater  influence 
in  determining  economic  results.  It  was  clear  in  the  communique  of  October 
1984,  that  opposition  to  the  "consensus"  policies  were  still  there,  but  the  Cen- 
tral Committee  Plenum  made  this  important  further  step  to  consolidate 
policies  Beijing  had  been  pursuing  since  1978.^^ 

The  more  recent  articles  and  media  feedback  in  1985  concerning  China 
and  the  United  States  has  not  been  all  positive  in  nature.  The  new  U.S.  textile 
regulations  received  front  page  coverage  in  both  the  China  Daily  and  the  New 
York  Times.  The  private  technology  transfer  agreements  worked  smoothly, 
but  the  U.S.  regulatory  apparatus  continued  to  be  a  source  of  major  complaint 
by  American  suppliers,  causing  irritation  to  the  Chinese.  Furthermore,  the 
media  is  watching  closely  and  regularly  reporting  on  the  oil  situation  in  China. 
The  hopes  of  foreign  oil  companies  in  the  East  and  South  China  Seas  have 
been  disappointing.  Exxon  announced  in  September,  1984,  {Wall  Street  Jour- 
nal, p.  7)  that  it  had  found  some  oil  in  one  of  its  drilling  areas,  but  the  finds 
were  very  disappointing.  The  upcoming  year  of  1986  will  be  critical  as  more 
companies  complete  their  drilling  of  test  wells  to  which  they  have  committed. 
They  must  then  decide  whether  to  withdraw  or  invest  new  capital  in  further  ef- 
forts. 

The  literature  uncovered  another  potential  problem  {China  Daily,  August 
1983,  p.  2  and  October  1984,  p.  1)  concerning  the  substantial  shortfall  in 
Chinese  grain  purchases  from  the  United  States.  In  1983,  there  was  a  shortage 
of  two  million  tonnes  than  agreed  to  purchase;  add  this  to  the  1984  shortage  of 
six  million  tonnes  agreed  to  purchase,  and  roughly,  you  have  a  total  shortage 
of  8.2  million  tonnes  of  grain.  In  addition  to  this  potential  problems,  evidence 
came  back  to  the  United  States  that  China  was  itself  exporting  substantial 
amounts  of  corn  to  some  traditional  U.S.  markets,  including  Japan,  and  in- 
directly, Korea. This  has  not  as  yet  become  a  serious  bilateral  relations  con- 
cern, politically  or  economically,  but  China's  success  in  expanding  its 

^^Ibid.,  p.  9. 
"/Wrf.,  p.  10. 

^"•"A  Dialogue  on  China  Trade  and  Investment  Policies,"  China  Daily,  Marcli  20,  1985,  p.  3. 
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agricultural  production  and  its  potential  emergence  as  a  major  exporter  of 
grains  other  than  rice  could  become  a  serious  issue.  This  could  deter  not  only 
U.S. -Chinese  trade  relations  but  U.S.  trade  negotiations  with  other  Asian 
countries  as  well.^^ 

Another  issue  of  interest  to  the  author  was  the  interaction  between  the 
PRC  and  Taiwan  during  the  Los  Angeles  Olympic  Games  in  1984.  Taiwan  par- 
ticipated in  the  Games  as  "Chinese  Taipei"  and  won  one  medal.  The  television 
coverage  was  blacked  out  on  the  first  few  days  in  Taipei  to  diminish  the  much 
larger  successes  of  the  PRC  team.  The  local  population  of  Taipei  citizens 
aroused  strong  local  protest,  and  the  media  permitted  the  coverage  to  be 
viewed  in  that  city.  I  am  sure  all  of  America  watched  with  interest  as  the  PRC 
athletes  extended  gestures  of  warmth  and  comradery  toward  Taiwan  athletes, 
thereby  strengthening  its  international  image  and  possibly  warmly  affecting 
the  television  viewers  in  Taiwan.  As  an  athlete  myself,  I  see  nothing  unusual 
about  this  behaviour  since  it  is  instilled  in  athletes  around  the  world,  and  it 
would  be  difficult  to  turn  on  and  off  the  natural  explosion  of  energy  and 
friendship  which  symbolises  the  Olympic  Games  around  the  world. 

I  have  analysed  the  advantages  and  disadvantages  on  economic  and  in- 
dustrial reform,  and  I  would  now  like  to  outline  the  same  concerning  educa- 
tional reform  since  the  Cultural  Revolution;  The  review  of  the  literature  was 
somewhat  limited,  but  one  of  the  oldest  articles  written  was  about  the  period 
of  1912-1949  when  very  different  educational  poHcies  shaped  Chinese  univer- 
sities. After  reading  a  case  study  on  Peking  University  (Peita)  during  the 
Chancellorship  of  Tsai  Yuan-pei,  it  was  interesting  to  determine  the  processes 
involved,  the  priorities,  the  attitudes  of  student  and  teacher.  The  Peking 
University  was  originally  named  Imperial  University  and  was  founded  in  1898. 
Originally,  it  was  a  recruiting  ground  for  prospective  officials.  Even  after  the 
Revolution  of  1911,  Peita  was  still  considered  to  be  just  a  diploma  mill  for 
aspiring  officials. Tsai  had  studies  or  taught  in  France,  Germany  (first  in 
Berlin  and  later  at  the  University  of  Leipzig).  Tsai  firmly  believed  that  reform 
in  China  required  improving  the  environment  in  which  people  matured  and 
formed  their  basic  attitudes. ^'^  Tsai'  further  believed  that  through  education, 
literature,  and  other  intellectual  and  cultural  efforts,  they  would  corporately 
form  the  solid  foundation  for  a  new  society.  Only  then  could  political  reform 
be  effective.  Liberal  intellectuals  were  generally  considered  "bourgeois 
idealists,"  and  their  educational  principles  have  been  labeled  bookish  and 
elitist.  However,  with  respect  to  Tsai,  the  argument  is  that  although  he 
recognised  the  existence  of  classes,  he  opposed  class  struggle  as  tending  toward 
more  chaos.  Instead,  he  tried  to  harmonise  the  classes,  eliminate  selfishness, 
^^Ibid.,  p.  3. 

^'Eugene  Lubot,  "Peking  University:  Perspectives  in  Higher  Education  in  China  Today," 
Comparative  Education  Review,  vol.  17,  no.  1,  1973,  p.  44. 

p.  46. 
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and  develop  an  atmosphere  of  public-spiritedness.  His  efforts  to  reform  socie- 
ty through  spiritual  regeneration  and  education  overlooked  the  urgent  need  to 
change  China's  material  conditions. 

In  the  recent  article  "Comparative  Education  in  China, "^^  the  emergence 
of  comparative  education  as  a  distinct  area  of  scientific  inquiry  in  educational 
studies  is  a  20th  century  phenomenon;  in  China,  it  has  a  shorter  history  and  is 
only  at  an  initial  stage  of  development.  In  an  age  of  internationalisation, 
however,  and  while  China  is  striving  for  modernisation  and  opening  to  the 
outside  world,  comparative  and  international  education  has  been  attracting  in- 
creasingly wide  attention  and  interest.  Deng  Xiaoping,  one  of  the  Politburo 
leaders,  recently  pointed  out,  "Education  should  face  modernisation,  face  the 
world,  and  face  the  future.'"*^ 

The  evolution  of  comparative  education  since  the  founding  of  the  People's 
Republic  in  1949  can  be  divided  into  three  stages:  (a)  from  early  post-liberation 
years  to  May,  1966;  (b)  the  "Great  Cultural  Revolution"  years,  1966-1976; 
and  (c)  from  the  downfall  of  the  Gang  of  Four  in  1976  to  1985.  There  was  very 
little  study  of  Western  educational  works;  learning  centered  on  Soviet  educa- 
tional theories  and  practices.'*^ 

From  October,  1984  to  May,  1985,  leading  officials  and  educators  in  China 
made  an  exhaustive  study  of  the  country's  educational  system  in  relation  to  the 
present  and  future  needs  of  a  rapidly  expanding  modernisation  programme. 
Over  10,000  experts  took  part  from  all  disciplines.  The  three-part  plan  calls 
for: 

1 .  A  more  rapid  expansion  of  the  nine-year  compulsory  school  system; 

2.  The  extension  of  secondary  technical  education;  and 

3.  More  autonomy  for  colleges  and  universities. 

He  Dongchang,  vice-chairman  of  the  new  State  Education  Commission 
was  interviewed  by  a  staff  reporter  of  China  Reconstructs,'^^  and  uncovered 
the  following  statistics  since  1949: 

a.  Primary  School  400  million  graduated 

b.  Middle  School  250  million  graduated 

c.  University  4.4  million  graduated 

However,  the  shocking  results  of  the  Cultural  Revolution  left  230  million  il- 
literate and  semi-illiterate  people  in  China. 

38/fe;y.,  p.  55. 

"Jing  Shi-bo  and  Zhou,  Nan-Zhao,  "Comparative  Education  in  China,"  vol.  29,  no.  2,  1985, 
p.  240. 

^Ibid..  p.  240. 
*^Ibld.,  pp.  242-250. 

«Dcng  Shulin,  China  Reconstructs,  "Sweeping  Reforms  iti  Education,"  vol.  XXXIV,  no.  1 1. 
1985,  p.  15. 
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The  impact  of  this  situation  on  the  country's  struggle  to  move  ahead 
toward  the  year  2000  is  obvious:  China  needs  both  a  basically  well-educated 
people  and  millions  more  highly  quahfied  experts.  Thecefore,  none  of  the 
previously  mentioned  goals  in  the  context  of  the  Four  Modernisations  can  be 
achieved  without  a  drastic  but  rational  improvement  of  the  educational  base.'*^ 
China  has  already  been  moving  in  the  direction  of  a  universal  and  compulsory 
primary  and  elementary  schooUng.  The  larger  cities  and  aboiit  20  per  cent  of 
the  counties  have  achieved  this.  Inland,  the  figures  drop  rapidly.  Three 
categories  of  areas  are.described;- 

1 .  Large  cities/economically  advanced  areas  comprises  one-fourth  of  country's  population; 

2.  Cities,  towns  and  rural  areas  that  are  fairly  well  developed  comprise  one-half  of  the  coun- 
try's population; 

3.  Undeveloped,  and  poor  areas  which  comprise  one-fourth  of  the  country's  population; 

In  both  categories  one  and  two,  the  State  is  hoping  to  move  toward  univer- 
sal education  by  the  year  2000,  but  in  category  three,  the  state  is  doing  all  it  can 
to  move  toward  a  nine-year  education,  but  no  timetable  has  been  set.  At  the 
moment,  emphasis  is  placed  "on  category  one  for  several  reasons.  This  popu- 
lation is  concentrated,  the  economy  well-developed,  and  the  experience  gained 
in  achieving  universal  education  will  prove  valuable  experience  for  use  in  other 
areas.  Moreover,  better  education  here  will  speed-up  economic- growth,  which 
in  turn  will  provide  more  aid  to  other  areas.  He  Dongchang  agrees  that  some 
doubts  are  justified,  but  quickly  answers  with  some  "ifs." 

The  new  reforms  just  released  in  November  1985,  sharply  emphasised  an 
already  serious  problem  ~  low  quality  and  a  general  shortage  of  teachers.  This 
has  been  due  to  low  pay,  the  difficulty  of  working  in  an  atmosphere  of  rigid 
regulations,  overcrowded  classrooms,  poor  living  conditions,  and  often  the 
public's  lack  of  respect  for  teachers.  The  approach  taken  is: 

-  increase  the  number  of  teachers  in  colleges; 

-  television  university,  radio,  correspondence,  short-term; 

-  educating  the  public  to  the  key  importance  of  education  in  building  a  good  society; 

{Note:   Chancellor  Tsai  from  Peking  University  would  be  pleased  to  know  that  China 
has  decided  to  implement  his  dream  (1912-1949) 

-  marshalling  state  and  local  funds  for  new  schools; 

-  raising  teachers'  pay  and  improve  their  working/living  conditions.** 

Therefore,  it  is  quite  relative  in  the  overall  evaluation  of  advantages  and 
disadvantages  of  policy  options  to  consider  the  long-term  education  of  the 
people  in  China,  both  young  and  old.  Vice-Premier  Li  Peng,  an  engineer  with 
a  broad  knowledge  of  the  entire  economy,  is  Chairman  of  the  new  Education 
Commission,  and  is  the  youngest  member  of  the  Politburo  at  the  age  of  56.  In 
addition  to  the  duties  of  the  old  Ministry,  the  Commission  is  now  in  charge  of 
all  educational  organisations  in  the  country  (except  military)  and  will  direct 

**Ibid.,  p.  17. 
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educational  work  in  every  province,  autonomous  region  and  state-governed 
municipality. 

No  doubt  that  this  administrative  change  vi'ill  help  speed-up  the  realisation 
of  the  reform  plans.  (Please  see  Appendicies  for  five  hierarchy  charts  from 
The  Chinese  Education  Association  in  Beijing.  They  are  being  revised  during 
1986-1990,  but  this  gives  an  overview  of  the  situation  from  the  latest-available 
materials.) 

In  summarising  the  analysis  for  long-term  education  reform,  China  must 
continue  to  co-ordinate  the  "real  training  for  real  jobs  approaches  closely  try- 
ing the  planning  to  economic  projections.  Vocational  education  will  provide 
skills  to  give  preferential  hiring  privileges  to  the  best  quahfied  graduates  of  the 
state  plan  for  labour,  trades,  and  professions.  The  increased  focus  on  literacy, 
speciahsed  skills  and  other  practical  knowledge  will  temporarily  address  the 
category  three  mentioned  earlier,  which  is  only  geared  to  nine-years  maximum 
in  education. 

Due  to  the  unique  situation  in  China,  to  claim- any  of  the  newest  reforms 
outlined  in  the  Seventh  Five- Year  Plan  (1986-1990)  as  not  feasible  would  be  an 
injustice.  Over  the  past  six  years,  Deng  Xiaoping  and  the  Chinese  Central 
Committee  have  demonstrated  such  remarkable  strides  to  reform  China,  that 
feasibility  of  all  of  the  nine  policy  options  seriously  affect  each  other.  It  is  just 
a  matter  of  prioritising  the  order  occording  to  the  constraints  listed  and  the 
budgetary  allowances  to  each  of  the  policies.  It  is  clear  that  each  of  the  Four 
Modernisations  have  limitations,  shortages,  inadequate  capacities,  lack  of 
management  and  administrative  personnel,  qualified  technicians  and 
engineers,  and  a  severe  shortage  of  teachers  throughout  the  country. 


ACCEPTABILITY 

The  one  billion  people  of  China  have  never  been  more  prepared  to  accept 
all  the  aspects  of  this  vast  reform  package.  If  there  is  a  single  element  that  links 
the  four  modernisations  to  the  policy  options,  it  is  "liberalisation."  The  eman- 
cipation of  the  Chinese  economic,  political,  and  social  order  from  the  limita- 
tions imposed  by  the  doctrinal  principles  of  the  past  will  mobilise  the  popula- 
tion with  renewed  enthusiasm  for  life. 


POLITICAL  FEASIBILITY 

I  chose  to  comment  under  this  category  because  of  the  decentralisation  en- 
couraged by  the  Politburo  which  would  allow  sizeable  sectors  of  the  Chinese 
society  to  replace  the  revolutionary  mobilisation  of  the  Maoist  era  with  a 
political  system  that  is  significantly  more  universal,  institutionalised,  plu- 
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ralised,  and  legalised.  It  appears  that  a  relaxation  of  political  labels  and  a 
softening  of  class  categories  is  occurring.  There  will  be  greater  consultation 
with  academic  and  bureaucratic  specialists,  both  inside  and  outside  the 
bureaucracy.  They  have  resuscitated  the  professional  associations  that  virtual- 
ly ceased  operating  during  the  Cultural  Revolution.  They  have  favoured  the 
adoption  of  laws  and  regulations  that  would  reduce  the  arbitrary  authority  of 
Party  and  government  officials,  and  thereby  increase  the  predictabihty  of 
everyday  life.'*^ 

On  the  infamous  date  of  September  16,  1985,  already  referred  to  in  this 
essay,  the  81  year-old  Deng  and  78  year-old  Yang  Shangkun  (chairman  and 
permanent  vice-chairman)  remained  at  the  fop  level  of  the  Commission.  There 
was  a  total  of  131  resignations  from  the  Politburo,  Central  Committee  and 
two  Party  Commissions."*^  The  implication  was  that  great  horse-trading  took 
place  over  the  resignations  and  replacement,  however,  there  was  a  clear  public 
effort  to  demonstrate  unity.  On  September  16,  1985,  the  periodical  Liao- 
wang's  story  outlined  why  Deng  was  the  general  designer  of  China's  moderni- 
sation. The  story  was  reprinted  in  the  People's  Daily  for  its  overseas  edition."*"^ 

The  dramatic  depoliticisation  of  the  country  is  visible  through  three 
reforms:  (a)  political  relaxation;  (b)  intellectual  revitalisation;  and  (c)  eco- 
nomic readjustment  (consumerism  and  agricultural  production). The  re- 
structuring of  the  countryside's  responsibility  system,  under  which  individual 
peasant  households  are  assigned  parcels  of  collective  land  on  a  long-term  basis 
to  fulfill  their  obligations  to  provide  certain  levels  of  agricultural  products  to 
the  state  ~  then  sell  their  surplus  to  government  procurement  agencies  at  a 
higher  price,  or  sell  it  on  the  open  market  -  (emphasis  added)  provides  the  op- 
portunity for  individual  household  decision-making  for  the  first  time  in  over 
fifty  years. 

This  dramatic  above-mentioned  change  had  already  widened  since  its  in- 
ception in  1982,  and  even  though  the  basic  means  of  production  is  still  collec- 
tively owned,  this  process  of  differentiation  originates  in  the  labour  resource 
of  the  individual  households.  Labour-short  households  tend  to  run  into  trou- 
ble and  even  mutual  assistance  among  peasants  cannot  solve  the  problem,  par- 
ticularly during  the  busy  seasons.  Herein  the  probable  reason  for  the  recent  an- 
nouncement in  the  China  Daily, Gust  two  weeks  ago)  the  on-going  process  of 

■"Harry  Harding,  "Reform  in  China,"  Journal  of  Northeast  Asian  Studies,  vol.  Ill  no  2 
1984,  p.  4.  -     ■  . 

■^Lee,  "Farewell  Old  Comrades,"  p.  18. 
'"Ibid. 

"^Harding,  "Reform  in  China,"  p.  5. 

■•'"What  is  the  Rural  Responsibility  System?"  China  Reconstructs,  August  1982.  p.  51. 
^°Ibid.,  p.  52. 

China  Daily,  6  December  1985,  p.  1. 
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family-planning  and  the  country-wide  commitment  to  zero-population  growth 
by  year  2000.  Any  expansion  of  the  already  overcrowded  population  will  cause 
unemployment  and  intensify  the  problem  of  "too  many  people  and  too  little 
land."^^  As  the  article  in  China  Reconstructs  concludes  that  "The  respon- 
sibility system  in  agricultural  production  now  set  up  in  nine  out  of  ten  produc- 
tion brigades  in  China's  communes  has  helped  increase  production  and  im- 
prove the  life  of  her  800  million  peasants,  "^^ 

Therefore,  in  the  case  of  socialist  and  isolated  China,  reforms  of  this 
magnitude  can  be  expected  to  be  controversial.  The  political  feasibility  will 
have  major  swings  from  left  to  right  for  some  Chinese  will  find  them 
refreshing  from  the  outmoded  dogmatic  system  and  others  will  consider  them 
absolutely  intolerable  of  basic  idealogical  principles,  while  other  think  they 
have  not  gone  far  enough. 

The  generalisation  of  so  vast  a  subject  isn's  possible  but  in  my  final  section, 
I  will  attempt  to  make  a  novice  analysis  with  recommendations  for  the  Eighth 
Five- Year  Plan  (1990-1995)  which  will  without  doubt  prove  to  be  an  exciting 
decade  for  China's  people  (1985-1995). 

CONCLUSION  AND  RECOMMENDATIONS 

As  stated  in  section  three,  (Policy  Statement),  I  will  now  attempt  to  make 
three  broad  conclusions  on  this  approach  and  use  this  framework  rather  than  a 
matrix  analysis.  The  unique  inter-relatedness  of  each  of  the  Four  Moderni- 
sations in  China  tends  to  give  the  same  weight  to  each  one  after  analysing  the 
intense  levels  of  interaction  of  success  of  the  reforms.  The  socialist/capitalist 
accusations  against  the  Politburo  and  Central  Committee  did  and  will  con- 
tinue to  bring  resistance  over  each  hurdle.  However,  Deng's  strategies  since  the 
political  dissent  in  1979  (Peking  Spring)  where  postponement  and  compromise 
led  to  1981 's  (Economic  Readjustment)  and  further,  in  the  Fall  of  1983 
(Spiritual  Pollution)  afforded  him  yet  another  opportunity  to  demonstrate  a 
valued  strength,  i.e.,  "managing  policy"  rather  than  "power  struggles"  for 
one's  personal  advancement.  I  both  sense  and  through  the  review  of  the 
literature,  become  aware  of  the  influence  of  the  consensus-type- management 
style  of  Deng  Xiaoping;  his  wisdom  to  preserve  unity  maintaining  the  indivi- 
dual's integrity  through  discussions  and  deflections  of  the  negative  implica- 
tions and  in  some  cases,  severe  criticisms.  The  bureaucratic  opposition,  par- 
ticularly in  the  propaganda  organisations,  where  concern  over  declining 
relevance  of  ideology  and  revolutionary  leadership  in  post-Mao  China  along 
with  the  reductions  of  the  role  of  the  Party  at  the  grass-roots  levels,  will  give 
Deng  his  greatest  challenges  over  the  next  five  years  of  reform.  Somehow,  he 
seems  to  be  able  to  anticipate  the  ramifications  of  the  critics  much  further 


China  Reconstructs,  August  1982,  p.  5. 
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down  the  road,  e.g.,  he  organised  the  new  Ministry  of  State  Security,  which 
alludes  to  possible  consequences  such  as  crime  and  disorder  along  with  dissent. 
Since  stories  about  China's  1970's  have  tagged  on  "the  growth  of  demo- 
cracy,"^'* the  replacement  news  stories  use  that  of  China's  1980's  "the  growth 
of  capitalism.  "^^  The  advancement  of  human  and  civil  rights  since  the 
"Democracy  Wall"  of  1978-1979  moved  to  end  the  lawlessness  that  prevailed 
during  the  Cultural  Revolution,  wreaking  havoc  at  home  and  causing  disgrace 
abroad  about  China's  reputation.  In  1980,  the  new  Criminal  Law  plus  Law  of 
Criminal  Procedure  were  put  into  force.  A  new  Constitution  with  24  articles 
addressing  citizens'  rights  and  obligations  and  this  Constitution  was  pro- 
mulgated in  1982. 

So  yet  another  strength  of  seemingly  well-thought-out  planning  mecha- 
nisms by  the  leadership  of  China.  As  outlined  by  Lucian  Pye  in  the  Dynamics 
of  Chinese  Politics,  1981,  pp.  197-214,  The  Second  Constitution  was  adopted 
in  1975  by  the  NPC  and  in  Article  13,  the  "four  bigs"  (sida): 

1.  Freedom  of  Speech; 

2.  Freedom  of  Correspondence; 

3.  Freedom  of  Press,  Assembly,  Association,  Demonstratic; 

4.  Freedom  to  Strike. 

(see  Constitution  of  the  PRC,  1975,  p.  3)  one  marked  addition  in  the  1975 
document  was  Article  13,  forerunner  of  the  1978  Constitution,  was  "Speaking 
out  freely,  airing  views  fully,  holding  great  debates,  and  writing  big-big 
character  posters  to  carry  out  socialist  revolution  created  by  the  masses  of  the 
people."  This  article  was  intended  to  appear  to  expand  the  right  of  expression, 
its  real  objective  was  to  serve  as  a  means  of  authorising  limited  political  par- 
ticipation as  dictated  and  controlled  by  the  Party.  I  wish  to  elaborate  on  the 
key  term  above  "of  the  people"  for  previous  experiences  under  Mao  Zedong's 
first  formal  socialist  Constitution  promulgated  in  1954,  when  tested  under  the 
banner  of  "Let  a  hundred  flowers  bloom,  let  a  hundred  schools  of  thought 
contend,"  (Bai  hua  qifang,  bai  jia  zhengming)  Mao  had  initiated  this  limited 
experience  to  permit  "free  speech"  in  an  attempt  to  incorporate  intellectuals 
into  the  drive  for  development.^^  The  "people"  mentioned  by  Mao  along  with 
key  words  "bloom"  and  "contend"  did  take  in  many  of  the  people  and  upon 
exercise  of  their  "free  speech"  they  were  wrenched  from  society  as  poisonous 
weeds  during  the  "antirightisf'campaign  that  was  launched  in  late  1957.^^ 

^*Great  Decisions,  pp.  20-24. 

"Mitchell  A.  Silk,  "The  Crime  of  Dissent,"  Problems  of  Communism,  vol.  XXXIV  (July- 
August  1985),  p.  61. 

'^Jerome  A.  Cohen,  "China's  Changing  Constitution,"  China  Quarterly,  London,  December 
1978,  pp.  798-802. 

'^Roderick  Mac  Farquhar,  The  Hundred  Flowers  Campaign  and  the  Chinese  Intellectuals 
(New  York:  Praeger,  1960),  pp.  187-202. 

'^Hualing  Nieh,  Literature  of  the  Hundred  Flowers  (New  York:  Columbia  University  Press, 
1981),  pp.  178-211. 
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In  order  to  strengthen  my  concluding  remarks  and  recommendation  on  the 
basis  of  the  review  of  the  literature  I  must  in  the  absence  of  a  matrix  which  I 
would  consider  of  lesser  value  in  the  extensive  comparison  to  the  expertise  of 
the  China  scholars  cited  in  the  End  Notes,  along  with  the  personal  interviews 
while  in  China,  and  finally,  the  current  publications  used  in  this  research,  draw 
a  feasibility  narrative  statement  to  support  economically,  socially,  politically, 
and  militarily.  To  analyse  in  this  manner  both  qualitative  and  quantitative  in- 
formation in  a  country  such  as  China,  where  the  only  means  to  acquire  "of- 
ficial" statisticaltype  figures  is  through  the  permission  of  the  CCP,  and  where 
the  freedoms  permitted  in  the  Constitution  are  at  the  mercy  of  interpretation 
by  the  Politburo  of  the  country,  and  where  the'  situation  of  the  author  is  not 
that  of  a  long-term  China  scholar,  but  that  of  an  administrator  seeking 
certificate-level  credibility  on  Asia,  I  feel  more  comfortable  deferring  to  the 
scholars  and  experts  statistical  information  of  the  future  as  more  and  more, 
the  "open  door"  policy  allows  for  this  to  occur.  Already  in  this  study,  Pro- 
fessor Eaton's  logical  statement,  "every  achievement  has  its  own  inherent 
crisis,  "^^  and  no  doubt  Deng  Xiaoping  and  the  newly-appointed  members  of 
the  Politburo,  the  new  Advisory  Board,  the  Central  Committee,  the  Party,  the 
nationalist  enthusiasm  and  again,  as  Professor  said  to  our  class,  "one  of  the 
problems  of  planning  and  evaluation  of  projects  in  developing  countries  is  the 
lack  of  reliable  data,"  more  and  more,  with  world  public  opinion,  foreign  in- 
vestment capital  contributing  to  China's  Four  Modernisations  and  the  ability 
to  succeed  in  their  own  internal  goals  and  objectives,  the  possibilities  for  in- 
creased freedom  of  expression  will  occur.  Data  gathering  can  then  be  im- 
plemented to  accompUsh  with  instruments  the  success  or  failures  of  the  future 
Five- Year  Plans  in  China  using  scholarly  evaluation  of  cost-benefit  analysis, 
efficiency  analysis,  survey  of  the  people  involved,  social  benefits,  comparative 
studies,  and  further  into  the  future  of  China,  past  statistical  data  to  build  for- 
mative studies  for  effective  decision-making  into  the  Year  2000. 

The  NPC  may  not  have  the  power  to  modify  Party  decision,  but  the  divi- 
sion of  the  Party's  central  apparatus  into  three  committees  ~  the  Central  Com- 
mittee, a  Central  Advisory  Committee,  and  a  Central  Discipline  Inspection 
Committee  -  did  happen  at  the  Twelfth  Party  Congress.  They  may  be  subor- 
dinate both  in  theory  and  fact,  however  this  is  a  major  breakthrough  to 
achieve  for  the  monolithic  structure  in  China.  The  transformation  from  a 
mobilisational  totalitarian  state  into  what  appears  to  be  a  consultative  bureau- 
cratic regime  is  still  a  far  way  from  a  system  of  democratic  representation,  but 
looking  back  at  5,000  years  of  history  in  a  country  ruled  by  feudal  lords,  semi- 
colonialism,  and  semi-feudalism,  waging  time  and  time  again  heroic  struggles 
for  national  independence  and  liberation,  for  democracy  and  freedom,  great 
and  historical  changes  have  taken  place  in  China  in  the  20th  century. 


"Joseph  Eaton,  Policy  Seminar,  University  of  Pittsburgh,  "Administrative  Reform,"  14 
November  1985,  lecture  format. 


ADMINISTRATIVE  REFORM 


135 


From  the  Revolution  of  1911  led  by  Dr.  Sun  Yat-sen  abolishing  feudal 
monarchy  thereby  giving  birth  to  the  Republic  of  China,  surviving  tortuous 
struggles  to  emerge  into  a  communist  state  under  Mao  Zedong  in  1949,  to 
establish  the  new-democratic  revolution  founded  as  the  People's  Republic  of 
China,  transforming  the  new-democratic  society  into  a  socialist  state  where  no 
private  ownership  may  exist,  a  novice  such  as  myself  sits  in  awe  of  the  process, 
and  more  so,  the  people  I  have  met  here  in  the  Contemporary  China  Pro- 
gramme over  the  past  five  years  working  as  Assistant  to  Dr.  Paul  Masoner, 
numbering  over  482  to  date.  The  "data"  within  my  reach  is  academic  in 
nature,  but  the  "data"  within  my  heart  cannot  bring  more  "light"  into  my 
own  isolated  youth  of  strong  Roman  Catholic  upbringing  by  very  loving  and 
devoted  parents.  I  can  scale  down  this  one  research  study  into  the  practical 
aspects  of  the  "Administrative  Reform  After  Mao,"  to  bring  into  focus  the 
"freedom  of  the  people  of  China"  while  here  at  the  University  of  Pittsburgh. 
It  simply  doesn't  matter  the  nationality  of  origin,  the  religion,  the  conditioning 
of  the  environment  of  the  political,  economic,  social  base,  when  one-to-one 
and  left  to  our  own  choices  for  the  moment,  friendship  and  human  love  will 
prevail.  This  is  not  to  be  naive,  for  we  have  methodically  and  systematically 
outlined  the  significant  historical  aspects  in  this  essay.  It  is  simply  to  bring  to 
my  own  recognition  that  in  promoting  friendship  over  these  past  five  years,  so 
many  times  the  statement  has  been  said  to  me,  "you  are  like  Lei  Feng,"  by 
Chinese  Visiting  Scholars,  Graduate  Students  from  the  PRC,  short-term  pro- 
fessors of  the  Chinese  Language  courses  I  was  enrolled  in,  and  never  did  I 
know  who  Lei  Feng  was. 

Only  now  after  this  research  inspired  by  Dr.  Joseph  Eaton,  Professor  of 
the  Fall,  1985  Pohcy  Seminar,  can  I  gratefully  understand  the  strength  of  the 
Chinese  people  to  demonstrate  their  long-suffering  patience,  their  tolerance, 
their  hope  and  belief  in  the  leadership,  their  constraints,  their  anger  at  the  con- 
trolled mechanisms  built  into  the  conditioning  from  birth,  and  now,  in  reverse, 
the  superstrength  I  sense  and  feel,  both  in  China  and  in  the  Contemporary 
China  Programme  at  the  University  of  Pittsburgh,  is  not  imagined. 

I  fully  believe  that  each  man  and  woman  who  came  to  the  University  of 
Pittsburgh  to  study  (over  482)  and  returned  to  their  homeland,  experienced 
Americans  in  a  new  "light"  with  renewed  and  long-term  commitment  to  re- 
main and  seek  together,  peaceful  co-existence.  The  matrix,  prince,  and  delfi 
systems  could  have  been  weighted  to  prove  the  same  recommendation,  but  my 
sample  is  presented  in  this  narrative  format  for  your  consideration.  My 
simplistic  finish  to  this  study  is  to  demonstrate  my  humility  in  attacking  such  a 
large  and  historically-based  country  as  China.  So,  rather  than  garner  informa- 
tion to  legitimise  poHcies,  address  the  built-in  competition  of  China's  socialist 
commercial  system  setting  sector  against  sector,  and  realising  the  limitations  of 
this  particular  study,  I  would  like  to  ask  indulgence  for  consideration  of  the 
Personal  Interviews  carried  out  in  the  Summer,  1985  in  the  People's  Republic 
of  China,  and  in  addition,  the  Personal  Interactions  with  over  42  Delegations 
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from  the  People's  Republic  of  China  between  1979  and  1985,  and  lastly,  the 
Personal  Encounters  with  over  482  Students  and  Scholars  from  the  People's 
Repubhc  of  China,  the  42  Asian  Faculty  members  at  the  University  of  Pitts- 
burgh, and  in  the  capacity  of  Adviser  to  two  undergraduate/graduate  student 
associations,  i.e.,  (1)  Chinese-American  Friendship  Association,  Dr.  Zhang, 
Jian-sheng,  President;  and  (2)  Asian  Studies  Student  Club,  Mr.  Benjamin 
Gabany, 

My  rationale  for  inclusion  of  the  above  in  summarising  the  simplistic  con- 
clusion on  such  an  enormously  broad  and  macro  analysis  is  the  only  way  for 
me,  a  non- Asian  expert,  to  give  credibility  to  my  study  and  conclusion  overall, 
i.e.,  I  place  full  confidence  in  the  humanism  criteria  since  June  1979,  when  the 
first  Visiting  Scholar  arrived  on  campus  in  Pittsburgh,  Pennsylvania.  That,  to 
me,  was  freedorh  "of  the  people,"  at  a  higher  level  than  described  on  the 
previous  pages. 

The  affects  and  effects  of  people-to-people  returning  to  China  upon  com- 
pletion of  their  studies,  on  those  who  will  never  leave  China  for  various 
reasons  in  this  century,  now  totalling  over  20,000  nation-wide,  will  have  a 
significant  difference.  These  scholars  and  students  are  the  future  leaders  of 
China.  The  world-wide  possibilities  for  all  countries  exploring  peaceful  co- 
existence of  "future  growth"  rather  than  "future  shock,"  yet  each  culture 
maintaining  its  own  consciousness  alongside  modernisation,  will  move  ahead 
smoothly.  But,  I  emphasise,  "if"  traditional  culture  is  remoulded  along  the 
way,  for  we  cannot  give  up  our  past  valued  ethnic  heritage,  country  by  coun- 
try. Conflicts  in  transition  can  be  managed  through  community  discussion, 
through  education  and  study  of  new  systems,  the  negative  and  the  positive 
aspects,  compromising  in  order  to  reach  higher  ideals  within  each  country's 
cultural  guidelines.  China  nor  the  United  States  will  have  the  luxury  of  mere 
proclamation  statements  about  the  Future  2000  and  Beyond. 

The  Third  Wave  writings  of  Alvin  Toffler  have  been  translated  into 
Chinese,  and  is  now  circulating  widely  in  China.  His  faith  to  depend  on 
technology's  ability  to  allow  a  developing  country  to  leap  over  centuries  of  in- 
dustrial second- wave  development  and  move  right  into  a  third-wave  era  of 
high  technology  has  been  enthusiastically  endorsed  by  Premier  Zhao  Ziyang. 
He  has  convened  a  series  of  national  conferences  to  promote  a  "new  industrial 
revolution."  A  videotape  documentary  based  on  The  Third  Wave  is  currently 
the  rage  in  major  cities,  offering  many  Chinese  their  first  glimpses  of  Silicon 
Valley's  wondrous  factories  and  products.  A  Tofflerian  vocabulary  has  come 
into  common  Chinese  parlance,  and  even  conservative,  Mao-suited  Chinese 
officials  have  been  heard  to  speak  about  "electronic  cottage,"  "technorebel," 
and  "prosumer."  Li  Paoheu,  spokesman  for  the  Chinese  Future  Society,  a 
man  sometimes  considered  the  Alvin  Toffler  of  his  country,  Li  said  openly  in  a 
candid  conversation  to  Daniel  Burnstein  "recent  structural  changes  and  policy 
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shifts  weren't  enough,"  Li  went  on  to  outline  even  more  radical  changes  that 
would  have  to  take  place: 

1.  Assemble  teams  of  specialists  to  work  on  breakthrough  projects,  and  complete  them; 

2.  Re-deploy  them  for  other  projects; 

3.  Improve  communications  between  people  working  in  the  same  fields; 

4.  High-ranking  officials  are  not  necessary,  especially  those  who  have  achieved  positions 
more  from  political  clout  than  technical  competence. 

Source:    Omni,  September  1985. 

Not  everyone  is  pleased  with  the  new  wave.  Initially,  some  Chinese  officials 
wanted  the  videotape  banned.  Rumour  holds  that  Deng  Xiaoping  engineered  a 
compromise  agreement.  The  tape  could  be  shown,  but  only  to  small  groups  of 
intellectuals  and  followed  by  a  critique  of  the  ideas  it  presented  that  countered 
Marxism. 

A  young  Chinese  official  in  Shenzhen,  a  SEZ  near  Hong  Kong,  but  located 
in  the  PRC,  states  that  "China  is  supposed  to  be  a  revolutionary  country," 
and  further  explains  that  "what  we  are  doing  here  in  Shenzhen  is  making 
economic  and  technical  revolution;  we  are  the  real  revolutionaries."  Another 
young  manager  quotes  an  old  Chinese  proverb:  "If  you're  out  to  catch  mice,  it 
doesn't  matter  if  you  use  a  black  cat  or  a  white  cat." 


Book 
Reviews 


The  War  Following  Another 
One 


Brother  Enemy  by  Nayan  Chanda. 
San  Diego,  Harcourt  Brace  Jovano- 
vich,  1987,  477  pp.  This  review  article 
by  Juwono  Sudarsono  is  translated 
from  Tempo,  10  October  1987. 


Very  often  the  work  of  a  journalist  is  more 
interesting  than  a  systematic  and  indepth 
writing  of  an  academician  or  scholar  from  a 
university  or  study  centre.  The  capability  in 
tracing  social,  economic  and  political  pro- 
blems, and  the  access  of  a  journalist  to  primary 
sources  and  actors  in  history,  and  -  which  is 
most  important  -  his  skill  to  write  in  an  attrac- 
tive style  has  produced  a  work  that  is  able  to 
combine  history  and  momentary  development. 

Nayan.  Chanda,  a  journalist  of  the  Far 
Eastern  Economic  Review  who  enjoyed  school- 
ing at  Sorbonne  University,  France,  is  one 
equipped  with  that  dual  skill.  A  skill  that  other 
journalists  rarely  have.  In  his  book  Brother 
Enemy,  he  describes  "the  WAR  following 
another  war,  the  history  of  Indochina  after  the 
fall  of  Saigon"  in  April-May  1975. 

It  is  the  story  of  this  third  Indochina  War 
that  has  become  the  central  theme  of  this  book, 
which  will  constitute  the  best  reference  of  the 
details  of  the  conflicts  there.  Writers,  authors 
and  diplomats  will  for  a  long  time  benefit  from 


this  work  as  a  sample  of  high  analytical  capa- 
bility compounded  by  a  communicative  writing 
skill. 

The  Vietnamese-PRC-Kampuchean  con- 
flict, which  to  date  has  not  shown  any  sign  of 
subsiding,  is  presented  by  virtue  of  a  historical 
approach:  That  both  ancient  history  and  the 
contemporary  one  constitute  the  prime  cause 
of  the  animosity  between  the  PRC  and  Viet- 
nam which  has  been  protected  up  till  now. 
There  is  also  a  geo-strategical  explanation,  in 
the  sense  that  Vietnam  is  the  yictim  of  the  jshift 
in  political  relations  among  the  big  powers 
(PRC,  Soviet  Union,  the  US)  during  the  1950s, 
1960s  even  during  the  late  1970s,  at  the  time 
when  the  change  of  the  Soviet-PRC-US 
triangle  indicated  as  to  how  easy  and  rapid  an 
alliance  might  change  among  fellow  com- 
munist countries. 

Meanwhile  Vietnam  was  also  a  victim  of  its 
basic  instinct  to  secure  the  entire  Indochina 
region  in  one  strategic  framework  —  an  area 
where  all  political,  economic  and  social 
elements  of  the  surrounding  countries  especial- 
ly Kampuchea  would  be  brought  under  its  im- 
mediate control.  As  a  consequence  of  this 
strategic  framework,  Vietnam  is  willing  to 
challenge  all  the  world's  condemnations  of  all 
her  actions  by  placing  her  troops  in  Kam- 
puchea since  January  1979. 

The  chain  of  those  mutual  suspicions  be- 
comes the  central  theme  at  the  beginning  of  this 
book.  The  Kampuchean  people  cannot  forever 
accept  the  fact  that  their  elder  brother  from 
Vietnam  desire  a  strategic  framework  which 
has  basically  reduced  the  national  pride  of  the 
Kampuchean  people.  The  Vietnamese  in  turn 
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will  not  let  "their  little  brother"  be  exploited 
by  "the  older  brother"  who  is  bigger  (China)  in 
the  dealings  which  implicates  the  consolidation 
of  the  Vietnamese  strategic  framework. 

Amidst  the  analysis  on  this  change  of 
strategy,  there  are  some  other  main  elements  of 
a  subnational  character:  ethnicity,  conflicting 
cultural  tradition^  and  different  points  of  view 
as  the  consequence  of  very  antagonistic  con- 
temporary political  experience.  For  instance, 
PRC  did  not  want  to  see  Vietnamese  citizens  of 
Chinese  descent  be  ousted  and  their  property 
be  confiscated  in  Cholon,  a  Chinese  area  in 
Saigon  (now  Ho  Chi  Minh  City),  after  Viet- 
nam's victory  in  South  Vietnam  and  especially 
after  the  unification  of  North  and  South  Viet- 
nam had  been  officially  proclaimed  in  Septem- 
ber 1976. 

Vietnam's  action  to  "indigenise"  her 
economy  from  the  "Chinese  usurers"  did  not 
only  make  Beijing's  leaders  very  angry.  It  was 
exactly  that  action  that  constituted  one  of  the 
causes  why  the  PRC  eventually  had  to  teach 
Vietnam  a  lesson  in  the  February-March  1979 
War.  Moreover,  the  PRC  considered  the  Viet- 
namese leaders  ungrateful  for  her  assistance  to 
Vietnam  during  her  war  against  the  US  in  1961- 
1975. 

On  the  other  hand,  Chanda  illustrates  in 
detail  how  the  Khmer  Rouge  leaders,  under  Pol 
Pot  and  leng  Sary,  were  not  so  grateful  for  the 
solidarity  shown  in  the  guerilla  warfare  by 
Vietnamese  troops  during  the  war  against  Lon 
Nol  and  Sihanouk. 

What  is  most  interesting  about  Chanda's 
book  is  his  capability  to  uncover  macro- 
strategic  developments  such  as  the  impact  of 
the  PRC-US  rapprochment  during  the  years 
1978-1979,  which  increasingly  squeezed  Viet- 
nam's room  for  movements  to  open  itself  for  a 
more  fiexible  network  of  relations,  so  that  she 
eventually  had  to  sign  a  treaty  of  friendship 
and  co-operation  with  the  Soviet  Union  in 
November  1978.  This  capability  is  balanced  by 
his  keen  insight  on  considering  factors  of  the 
leaders'  personality  in  deciding  the  course  of 
the  development  of  their  nation  and  state. 

For  example,  Prince  Sihanouk's  anxiety  at 
the  Waldorf  Astoria  Hotel,  New  York,  13 


January  1979.  He  slipped  a  piece  of  paper  into 
the  hands  of  an  American  Intelligence  Agent, 
with  the  message  to  the  US  government:  he 
wanted  to  get  out  from  the  grips  of  the  Khmer 
Rouge  people  who  were  tailing  after  him  every- 
where; how  Sihanouk's  attempt  eventually 
caused  the  US  ambassador  to  the  UN,  Andrew 
Young,  a  black  American,  not  to  attend  Martin 
Luther  King's  Jr.  birthday  party  the  next  day. 

Nayan  Chanda  nearly  at  the  end  of  his 
book,  listed  a  number  of  problems  of  diploma- 
cy faced  by  the  PRC,  Soviet  Union  and  the  US. 
It  was  a  strategic  coincidence  that  at  the  time 
when  President  Jimmy  Carter  and  his  national 
security  adviser  wanted  to  make  a  "new  break- 
through" with  the  PRC,  that  attempt  was  in- 
creasingly isolating  the  US  foreign  department 
officials,  who  wanted  to  establish  friendly  rela- 
tions with  Hanoi. 

Since  the  PRC's  role  in  balancing  the  Soviet 
power  was  far  more  substantial  the  proponents 
of  the  US-Vietnamese  friendly  relations  had  to 
yield.  This  is  one  of  the  many  side  stories  con- 
cerning the  fate  of  a  small  country  amidst  the 
shift  of  elephant  powers  ~  to  be  crushed  and 
pushed  aside. 


A  Breakthrough  of  Ossified 
Islamic  Thoughts 


Modernity  and  Indonesianity  (in  In- 
donesian: Islam  Kemodernan  dan  Ke- 
indonesiaan)  by  Nurcholis  Madjid. 
Bandung:  Mizan,  1987,  344  pp.  This 
review  article  by  Yosal  Iriantara  is 
translated  from  Suara  Karya.  18  Sep- 
tember 1987. 


Nurcholis  Madjid's  name  came  to  the  fore 
when  in  the  1970s  he  brought  up  the  idea  of 
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secularisation.  The  concept  which  was  meant 
as  an  attempt  to  desanctify  everything  outside 
God  has  induced  controversial  views  which 
were  quite  serious  in  circles  of  thinkers  on 
Islam.  Secularisation  might  lead  the  communi- 
ty to  atheism,  were  one  of  the  comments  that 
came  up  as  a  reaction  against  Nurcholish' 
thought. 

In  this  book,  writing  on  that  matter  is 
brought  up  again.  Being  a  book  which  records 
the  thoughts  of  the  young  scholar  during  the 
period  of  20  years,  cannot  be  simply  over- 
looked. It  is  exactly  those  similar  thoughts  of 
Nurcholish  that  motivated  ~  at  least  -  the 
more  indepth  study  on  the  problems  of  the  In- 
donesian Islamic  community  in  the  area  of  na- 
tion building. 

The  introduction  written  by  Dawam  Rahar- 
djo  in  this  book  has  made  it  more  clear  as 
regards  the  historical  context  of  the  genesis  of 
those  spectacular  thoughts.  According  to 
Dawam  the  Indonesian  Islamic  community 
upon  entering  the  process  of  modernisation 
embarked  upon  by  the  Indonesian  people,  has 
to  face  two  kinds  of  problems.  The  first  one  is 
concerned  with  the  responses  and  attitudes 
towards  modernisation  and  the  second  one 
relates  to  the  question  as  to  whether  the  Islamic 
socio-political  force  will  take  part  in  the 
modernisation  embarked  upon  by  the  New 
Order. 

In  the  context  of  that  problem  Nurcholish's 
thoughts  clearly  indicate  that  the  Islamic  com- 
munity together  with  other  communities  need 
to  take  part  in  the  nation's  modernisation 
movement.  If  it  turns  out  later  that  there  are 
constraints,  they  have  to  be  eliminated.  The 
more  so  when  according  to  Nurcholish's  ob- 
servation those  impediments  turn  out  to 
originate  from  non-Islamic  values.  It  is  as  it 
were  to  sanctify  things  which  are  in  fact  pro- 
fane in  nature. 

The  idea  launched  by  Nurcholish  himself  is 
in  fact  not  so  controversial,  had  it  not  been  ex- 
pressed in  the  word  secularisation.  Because  his 
thoughts  are  more  or  less  similar  to  the  renova- 
tion movements  amongst  the  Islamic  communi- 
ty desiring  to  abolish  all  kinds  of  khurafat  and 
bid'ah.  Nurcholish  is  only  attempting  to 
translate  all  of  those  in  response  to  the 


challenges  and  the  situation  in  Indonesia,  in 
which  Indonesia  is  implementing  her  develop- 
ment programme. 

That  fundamental  idea  has  even  been  co- 
louring his  writings  thereafter  up  till  now. 
Presently,  however,  it  is  no  longer  wrapped-up 
in  the  word  secularisation.  The  spirit  to  elimi- 
nate the  sanctity  of  profane  matters  is  still  ob- 
vious, by  inviting  the  Islamic  community  to 
jointly  engaged  themselves  in  the  problems  of 
here  and  now.  This  means  to  participate  in  the 
modernisation  movement  of  the  nation. 

It  isto  this  end  that  Nurcholish  has  revealed 
a  number  of  values  and  the  spirit  inherent  in 
Islam  which  is  conducive  to  the  modernisation 
of  the  Indonesian  nation.  In  the  political  field, 
in  the  development  of  democracy  the  Islamic 
community  should  be  able  to  play  a  greater  role 
since  Islamic  teaching  mentions  that  all  men 
are  equal.  It  is  that  egalitarian  spirit  of  Islam 
that  constitutes  an  important  value  in  develop- 
ing democracy. 

It  is  the  interrelationship  of  Islamic  values 
with  the  present  situation  of  modernisation 
that  has  made  this  book,  though  not  in  the 
form  of  an  anthology,  be  felt  as  being  inter- 
dependent in  its  ideas.  If  it  turns  out  later  that 
there  are  somewhere  in  this  book  reduplica- 
tions of  examples  or  thoughts,  this  is  under- 
standable since  this  book  is  a  compilation  of 
writings.  However,  "the  red  line"  of  its 
thoughts  can  still  be  clearly  followed  and  in- 
creasingly felt  as  being  the  more  comprehensive 
and  extensive  so  as  to  cover  the  perspectives  of 
problems  faced  by  this  nation  in  the  effort  to 
realise  its  ideals. 

From  the  other  angle  namely  -  the  efforts 
in  contributing  values  by  every  religion  to 
realise  the  values  of  Pancasila,  seem  to  be  in 
conformity.  The  idea  of  contributing  those 
values  to  Pancasila  has  been  brought  up  by  a 
lecturer  of  Unpad  (University  of  Padjadjaran), 
Dr.  Poesporedjo  who  said  that,  after  Pancasila 
has  been  accepted  as  the  sole  principle,  religion 
need  not  be  felt  as  being  put  aside.  On  the  con- 
trary, religion  is  very  much  needed  for  the  con- 
tribution of  its  values  to  realise  the  aspirations 
of  the  nations. 

Nurcholish  Madjid  has  done  it.  He  has 
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made  efforts  to  actualise  a  number  of  Islamic 
values  which  have  as  it  were  presently  not  come 
to  the  surface.  He  has  presented  them  in  their 
more  actual  form. 

It  is  in  this  context  that  this  book  may  be 
meaningful.  Aside  from  being  a  study  on  the 
train  of  thoughts  of  this  religious  thinker. 


The  Sagging  Prospect 


Indonesians  Economy,  Picture  and 
Prospect  of  1987/1988  (in  Indone- 
sian: Ekonomi  Indonesia,  Gambaran 
dan  Prospek  1987/1988)  by  Moh. 
Arsjad  Anwar  etal.  Jakarta:  UI 
Press,  1987,  299  pp.  This  review  arti- 
cle by  Praginanto  is  translated  from 
Tempo,  19  September  1987. 


A  group  of  economists  of  the  University  of 
Indonesia  gathered  in  Cisarua,  West  Java. 
They  debated  forgetting  the  cool  air  of  the 
mountain.  "What  will  happen  in  fiscal  year 
1987-19887"  This  is  the  starting  point  of  the 
issue  that  generates  this  book.  It's  interesting. 
There  has  hardly  been  any  loophole  overlooked 
in  this  economic  study.  Case  by  case  are  bound 
by  knots  of  analyses  which  are  not  only  theore- 
tical, but  are  also  practical  in  nature. 

There  is  one  key  word  that  one  has  to  be 
convinced  of  as  to  be  the  ethos  in  the  effort  to 
surmount  the  economic  slowdown,  namely 
"breakthrough"  as  Sri  Edi  Swasono  and  Toto 
Wijayanto  put  it.  However,  that  word  should 
not  be-regarded  as  a  myth  only.  Those  two  well- 
known  'economists  of  the  University  of  In- 
donesia see  the  ethos  as  the  perception  and 
hope  of  a  scries  of  complicated  facts,  which  are 
directly  related  to  the  decisions  of  the  economic 
actors  in  activities  of  investment,  budgets,  and 
mobilisation  of  development  funds  and  forces. 


Curtailing  the  channels  of  bureaucracy  is 
indeed  being  done  cnthusiastly  by  the  govern- 
ment. Unfortunately,  however,  the  dependency 
and  the  economic  and  non-economic  structural 
interdependence  in  the  international  world  are 
still  too- gripping.  Even  the  global  economic 
recession,  which  is  ameliorating,  is  still 
obsessively  being  regarded  as  the  scape-goat,  so 
that  it  has  obscured  many  other  facts  and  has 
faded  creative  policies. 

Meanwhile,  in  the  eyes  of  the  international 
world  Indonesia  also  occupies  a  unique  posi- 
tion. According  to  the  Economist,  December 
1986,  Indonesia  was  included  among  the  coun- 
tries in  trouble,  which  ranked  just  among  the 
high  risk  group  together  with  Mexico  and  the 
Philippines.  "That  assessment  is  undoubtedly 
still  open  to  question,"  says  Sri  Edi  Swasono. 

However,  the  capitalists  overseas  seem  to 
have  their  own  answer.  "Indonesia  is  political- 
ly very  stable,  but  economically  ...  sorry,"  said 
a  foreign  businessman. 

A  reliable  US  journal  on  monetary  affairs. 
Institutional  Investor,  ranked  Indonesia  no.  43 
among  the  listed  109  countries.  "Indonesia's 
credit  worthiness  is  quite  high,"  suggest  the 
two  economists  of  the  University  of  Indonesia. 
In  case  of  a  decline  of  capital  inflows,  this  is 
due  to  the  current  trend  of  capital  flows,  name- 
ly that  owners  prefer  to  invest  them  in  ad- 
vanced countries. 

Arsjad  Anwar  and  Iwan  Jaya  Azis  -  who 
also  write  an  article  in  this  book  -  see  an  in- 
teresting opportunity  with  regard  to  the  mobili- 
sation of  society  funds.  The  Value  Added  Tax', 
which  last  year  accounted  for  the  32  per  cent 
portion  of  the  overall  government  revenues,  is 
predicted  to  rise  by  25  per  cent.  Revenues  from 
export  tax  is  also  predicted  to  rise,  on  account 
of  the  quite  significant  rise  of  the  export  of  oil 
and  gas.  The  more  so  since  those  twi)  com- 
modities are  still  accounted  for  the  contribu- 
tion of  40  per  cent  of  the  overall  earnings. 

Non-tax  earnings  derived  from  BUMN 
(Government-owned  enterprises)  are  also  not 
less  interesting.  As  was  predicted  by  the  World 
Bank,  prices  of  some  commodities  will  rise. 
Those  are  among  other  things  nickel,  alumi- 
nium, copper,  estate  produce.  If  accompanied 
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by  efforts  for  efficiency  by  those  government 
enterprises,  it  is  not  improbable  that  the  non- 
tax revenues  will  fare  better  than  last  year's, 
which  amounted  to  Rp  1 .05  trillion. 

If  those  diverse  pictures  are  realised,  the 
funds  reserved  by  the  government  will  be  able 
to  exceed  the  development  expenditure  of  the 
state  Budget  targeted  at  Rp  7.76  trillion.  How- 
ever, the  two  economists  analyse  that,  "It  can 
almost  be  ascertained  that  the  development  ex- 
penditure will  be  higher  in  its  realisation."  This 
means  that  the  economic  growth  will  not 
diminish  this  year. 

However,  the  government  has  apparently  to 
be  cautious  in  dealing  with  taxation,  though  it 
has  recorded  convincing  success.  As  has  been 
stated  by  Soemarso  S.R.,  a  short-term  taxation 
strategy  might  even  be  destructive  in  nature. 
High  targets  will  even  make  things  worse  if 
they  are  not  accompanied  by  an  adequate  ex- 
pansion of  the  base.  The  burden  of  those 
targets  will  accumulate  on  the  netted  tax- 
payers. 

Import  limitations,  which  keep  increasing 
may  also  have  an  adverse  impact,  though  they 
are  quite  effective  in  facing  the  uncertainty  in 
the  export  sector,  rate  of  exchange  and  foreign 
capital  inflow.  The  problem,  according  to  An- 
war Nasution,  is  that  it  has  created  a  quite  ef- 
fective level  of  protection  which  differs  be- 
tween the  industrial  branch  and  the  economic 
sector. 

For  example,  the  sector  of  canned  food  in- 
dustry has  been  severely  hit  by  the  high  price  of 
packing,  so  that  it  has  lost  its  competitiveness 
on  the  international  market.  "In  fact,  it  is 
exactly  such  light  industry  that  has  a  higher 
value-added,  since  it  absorbs  more  labour, 
yield  and  saves  more  foreign  exchange  earnings 
than  most  import  substitution  industries,"  says 
he. 

Darmin  Nasution  and  Soekarno  on  the 
other  hand  even  perceive  that  the  short-term 
economic  growth  will  consistently  be  entailed 
by  the  increase  of  imports,  since  it  is  still 
dominated  by  capital  goods  and  basic  mate- 
rials. The  underlying  reason  is  that  the  export 
of  processed  wood,  iron/steel,  textiles,  and  fer- 
tilisers will  increase.  Those  commodities  how- 


ever need  imported  basic  materials,  whereas 
the  maintenance  and  expansion  of  the  produc- 
tion facilities  are  still  to  be  imported. 

Regretfully  the  18  economists  of  the 
University  of  Indonesia  involved  in  writing  this 
book  lay  more  emphasis  on  lengthy  discussions 
concerning  the  data  of  the  previous  years  such 
that  the  issue  of  prospect  being  the  topic  of  the 
discussions  is  sagging.  The  analyses  which 
merely  discuss  data  and  recommendations  are 
also  not  less  disturbing.  Nevertheless,  this  book 
is  still  worth  reading. 


A  Colonial  Historiography 


The  Downfall  of  the  Netherlands- 
East  Indies  (in  Indonesian:  Runtuh- 
nya  Hindia  Belanda)  by  Onghokham. 
Jakarta:  Gramedia,  1987,  286  pp. 
This  review  article  by  Abdurrachman 
Surjomihardjo  is  translated  from 
Kompas,  12  April  1987. 


Historical  work  is  a  cultural  one.  The 
publication  of  this  book  as  a  literary  piece  of 
work  constitutes  a  landmark  in  the  develop- 
ment of  historiography.  Besides,  being  the 
final  result  of  a  study  at  a  certain  stage,  it  is 
also  important  to  appraise  its  scientific  aspect. 
The  author  himself  says  in  the  introduction  of 
the  publication  of  this  historical  work,  that  it 
"merely  serves  to  meet  the  increasing  demand 
of  the  society  at  large  for  increasing  their 
knowledge  on  history,  and  lately  in  particular 
with  regard  to  the  Indonesian  national  history 
proper." 

Onghokham's  book,  being  the  final  result 
of  a  study  in  the  form  of  a  thesis  was  presented 
as  a  partial  fulfillment  to  obtain  a  graduate 
degree  in  History  at  the  Faculty  of  Letters  of 
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the  University  of  Indonesia  and  was  published 
18  years  later  in  this  present  form  "without 
changing  the  content,  language,  or  the  style  of 
its  presentation."  This  statement  has  mada  the 
reviewer  of  the  book  stand  in  awe  for  a  while, 
-since  18  years  after  writing  the  thesis,  the 
historian,  Onghokham  is  known  as  a  doctor  in 
history  and  an  interesting  essayist,  which  clear- 
ly reveals  his  indepth  study  and  outlook  on 
history. 

Indeed,  viewed  from  the  angle  of  the 
author's  thought  and  outlook  on  history, 
Ong's  book  is  indeed  interesting.  He  attempts 
to  clarify  the  period  of  the  downfall  of  the 
Dutch  Indies  as  a  separate  unique  part  of 
history  though  at  the  time  when  it  was  written 
it  was  not  yet  clear  a,s  to  where  his  work  is  to  be 
placed  in  the  writings  on  National  History,  as 
the  answer  to  the  demand  for  information  of 
the  society  at  large  concerning  the  success/ 
failure  of  Indonesia's  work  at  that  time.  The 
author  in  the  introduction  has  evaluated  his 
own  work  as  being  a  "colonial  historiography, 
or  a  historical  writing  viewed  from  the  angle  of 
'Nederlandocentris' . " 

For  the  society  at  large,  to  whom  the 
publication  of  this  book  is  intended,  the  mean- 
ing of  those  notions  need  undoubtedly  be  clari- 
fied, so  as  to  help  the  readers  in  understanding 
exactly  the  problems  to  be  faced  in  the  writing 
of  the  history  of  Indonesia.  The  more  so  in 
view  of  the  fact  that  the  author  could  not  spare 
the  time  and  did  not  deem  it  necessary  to 
change  either  the  content,  language  or  the  style 
of  its  presentation,  which  according  to  the 
reviewer  may  hamper  the  comprehension  of 
history  by  the  reader  in  general.  The  more  so, 
since  this  is  indeed  expected  by  readers  in 
general  (including  teachers  of  history  at  se- 
condary schools),  that  a  historical  piece  of 
work  which  clearly  serves  to  function  as  a 
reconstruction  of  part  of  the  past,  be  written  in 
an  appropriate  language  as  well. 

This  constitutes  an  obvious  flaw  in  this 
book  on  account  of  the  tendency  of  the  author 
in  using  complicated  sentences.  There  are 
foreign  quotations  here  and  there  that  have  not 
been  translated  (due  to  the  limited  time  in 
finishing  the  thesis?),  though  in  some  other 
pages  there  are  translations  into  Indonesian. 


New  frame  of  Reference 

As  regard  its  content  and  presentation,  the 
first  sections  of  Ong's  work  are  indeed  in- 
teresting, though  his  interpretations  may  be 
caught  up  by  studies  emerging  after  1968,  in- 
cluding quite  a  number  of  autobiographies  of 
Indonesians  during  the  period  he  discusses, 
namely  between  1940-1942.  The  period  which 
lasted  only  two  years  is  discussed  by  themes 
comprising  the  emergence  of  the  Japanese 
power  in  East  Asia,  "Beambtenstaat"  of  the 
colonial  government  (Chapter  II),  Conflicts 
and  the  world  of  National  Movements 
(Chapter  III).  The  Relations  of  the  Dutch  East 
Indies  Government  and  National  Movements 
(Chapter  IV),  War  (Chapter  V)  and  the  Down- 
fall of  the  Dutch  East  Indies  (Chapter  VI). 

Those  themes  are  very  interesting  indeed 
especially  in  the  effort  to  have  a  deeper  insight 
of  the  interpretations  of  various  historical  facts 
which  have  not  as  yet  been  put  in  their  proper 
position  in  the  writing  of  Indonesian  history 
and  which  have  not  been  sufficiently  clarified 
on  account  of  the  limited  historical  resources. 
Also  in  view  of  the  fact  that  today  there  are  still 
a  great  number  of  popular  writers  and  text- 
books on  history  whose  references  are  not 
based  on  the  findings  of  new  studies,  but  on 
distinctions,  organisation  and  by  working  out 
facts  originating  from  other  popular  works 
without  both  historical  and  cultural  visions, 
Ong's  book  may  therefore  be  useful  as  a  new 
frame  of  reference. 

Being  a  historian,  Ong  managed  to  make 
use  of  the  Dutch  East  Indies  publication  ar- 
chives sources  which  had  been  published,  par- 
ticularly those  of  the  20th  century  and  he  also 
used  the  autobiographies  of  Dutch  people  who 
recorded  the  atmosphere  during  the  last  days  of 
Dutch  colonialism.  It  is  a  good  book  in  terms 
of  recordings  of  visions,  interpretations  and 
awareness  of  the  historical  method  and  in 
which  sometimes  theoretical  observations  on 
historical  facts  and  processes  are  made; 
however,  as  has  been  criticised  by  the  reviewer 
at  the  beginning  of  this  book  review,  "the 
language  of  a  historian"  needs  to  be  paid  atten- 
tion to. 

In  this  context  it  appears  that  part  of  the 
flaw  should  be  accounted  for  by  the  publisher. 
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Is  not  the  time  ripe  now  for  a  language  editor, 
since  it  is  a  fact  that  many  writers,  even 
amongst  our  most  gifted  scientific  ones,  are 
still  lacking  in  the  usage  of  the  correct  Indone- 
sian language? 

It  is  the  hope  of  the  reviewer  that  in  the  se- 
cond edition  of  this  book  the  writer  will  be  able 
to  spare  time  on  the  revisions  of  this  early 
work  of  his.  The  structure  of  the  content  of  the 
book  needs  also  be  specified  by  means  of  subs 
or  chapters  which  should  still  be  based  on  the 
themes.  A  bibliography  list  needs  to  be  added 
(it  is  strange  that  in  this  reviewed  book  there  is 
no  index)  and  which  is  also  not  so  accurate,  for 
example,  the  main  index  does  not  list  PID 
(Politieke  Inlichtingen  Dienst),  the  Police 
Special  jSranch  of  the  Dutch  colonial  govern- 
ment (pp.  54-63)  who  were  very  repressive  and 
efficient.  As  regard  the  Indische  Gijzelaars,  the 
prisoners  who  were  ex-prominents  among  the 
business  society  and  the  Dutch  East  Indies 


government  in  Germany,  who  were  detained  by 
the  Germans  as  a  counter  action  against  the  im- 
prisonment of  the  people  of  NSB  (which  is 
neither  explained  nor  listed  in  the  index)  and 
the  Germans  in  the  Dutch  Indies  (pp.  178-180). 

The  event  related  to  Thamrin's  letters  to 
Tabrani  (pp.  150-154)  of  which  the  explanation 
has  already  been  clarified  in  Tabrani's  autobio- 
graphy and  in  the  book  entitled  "Lintasan  Se- 
jarah  PWI"  (Historical  Outline  of  the  Indone- 
sian Journalists  Association)  which  was 
published  after  Ong's  thesis  had  been  com- 
pleted. The  ties  that  bind  the  author  to  his 
source  he  used  also  constitutes  a  section  of  this 
book  that  calls  for  revision  (pp.  257-280). 

In  spite  of  the  shortcomings  compared  to 
the  most  recent  historiography  of  Indonesia, 
Ong's  book  is  worth  reading,  though  the 
readers  need  to  spend  more  time  and  full  con- 
centration. 
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